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LETTER OF SUBMITTAL
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I havethe honor to submit herewith the Twenty-second Annual Report of the Federal
Trade Commission for the fiscal year ending June 30, 1936.
By direction of the Commission:
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ANNUAL REPORT
OF THE

FEDERAL TRADE COMMISSION

INTRODUCTION
POWERSAND DUTIESOF THE COMMISSION

The Federal Trade Commission herewith submitsitsreport for thefiscal year 1935-
36. Organized March 16, 1915, under the Federal Trade Commission Act, approved
September 26, 1914, the Commission is an administrative body exercising quasi-
judicia functions. These functions are chiefly, (1) to prevent unfair methods of
competition in interstate commerce; (2) to make investigations at the direction of
Congress, the President, the Attorney General, or upon itsown initiative; (3) to report
facts in regard to aleged violations of the antitrust laws; (4) to prevent price
discriminations, exclusive dealing contracts, capital stock acquisitions, and
interlocking directorates in violation of the Clayton Act; and (5) to prevent unfair
methods of competition in export trade in violation of the Federal Trade Commission
Act as extended by the Webb-Pomerene Act (Export Trade Act).

During thefiscal year, the Commission’s statutory authority was broadened by the
passage by the Congress, at itslast session, of the Robinson-Patman Borah-Van Nuys
Act, Public, No. 692, approved June 19, 1936, amending section 2 of the Clayton Act
making price discriminations unlawful.

Under the Federal Trade Commission Act 1 the duties of the Corn-mission are
divided into two broad classes, legal and economic.

Legal activities have largely to do with the prevention and correction of unfair
methods of competitionin accordancewith section 5 of the Commission’ sorganic act,
in which it is declared that “unfair methods of competition in commerce are hereby
declared unlawful.” This phrase is not further defined in the act. In the first case in
which the Supreme Court had occasion to consider this language, namely, that of F.
T. C. v. Gratz (253 U. S. 421), the Court associated with the phrase those practices
“opposed to good morals be-

1 Copies of the Federal Trade Commission Act, Sherman Act, Clayton Act, Robinson Patman Borah-
Van Nuys Act, and Export Trade Act may be obtained on application to the Federal Trade Commission
or Government Printing Office, Washington, D. C. Texts of these acts also appear beginning at p.135 of
this report.
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cause characterized by deception, bad faith, fraud, or oppression, or as against public
policy because of their dangerous tendency unduly to hinder competition or create
monopoly.” In alater case, in which it had occasion to consider the phrase (F. T. C.
v. R F. Keppd Bro., Inc., 291 U. S. 304), the Supreme Court upheld, asinvolving an
unfair method of competition, the Commission’ sorder prohibiting the sale of candies
largely for ultimate resale through schemes of chance. The Court pointed out that in
defining the powers of the Commission Congress advisedly adopted this phrase,
“which, as this Court has said, does not admit of precise definition, but the meaning
and application of which must be arrived at by what this Court elsewhere has called
‘the gradual process of judicia inclusion and exclusion.”” 2

In another decision (A. L. A. Schechter Poultry Corp. et al. v. United States, 295 U.
S. 495), the Supreme Court said: “* * * What are ‘ unfair methods of competition’ are
thusto be determined in particular instances, upon evidence, in the light of particular
competitive conditions, and of what is found to be a specific and substantial public
interest. * * *”

In this general connection, it should be noted that under the pro-visions of section
5 of the Federal Trade Commission Act the Com mission is to proceed only if it
appearsto it that the particular proceeding would be “to the interest of the public.” It
accordingly does not concern itself with purely private competitive controversies
which have no public significance.

Legal activities of the Commission, besides enforcement of its organic act, include
administration of section 2 of the Clayton Act, dealing with unlawful price
discriminations, as amended by the Robinson-Patman Borah-Van Nuys Act, and
sections 3, 7, and 8 of the Clayton Act dealing, respectively, with unlawful “tying”
contracts, unlawful stock acquisitions, and unlawful interlocking
directorates

The Webb-Pomerene, or Export Trade Act, also administered by the Commission,
hasfor its purpose the promotion of export trade. It exemptsfromthe provisions of the
antitrust laws associations of American exporters engaged solely in export trade.

The economic work of the Commission arises chiefly under section 6 (a), (b), and
(d) of the organic act giving the Commission power--

(@) Togather and compileinformation concerning, and to investigate, fromtimeto time, the
organization, business, conduct, practices, and management of any corporation engaged in
commerce, excepting banks and common carriers, * * * and itsrelation to other corporations
and to individual s, associations, and partnerships.

2 Typica methods of competition condemned by the Commission as unfair are described on p. 64.
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(b) Torequire, by general or special orders, corporations engaged in commerce, excepting
banks, and common carriers subject to the act to regulate commerce, * * * to file with the
Commission in such form as the Commission may prescribe annual or special, or both annual
anspecial, report or answersin writing to specific questions, furnishing to the Commission such
information asit may require asto the organization, business, conduct, practices, management,
and relation to other corporations, partnerships, and individual s of the respective corporations
filing such reports or answersin writing. * * *

(d) Upon the direction of the President or either House of Congress 3 to investigate and
report the facts relating to any alleged violations of the antitrust acts by any corporation.

Also under section 6 (h) of the Federal Trade Commission Act, the Commission has
power--

to investigate, from time to time, trade conditions in and with foreign countries where
associations, combinations, or practices of manufacturers, merchants, or traders, or other
conditions, may affect the foreign trade of the United States, and to report to Congressthereon,
with such recommendations as it deems advisable.

GENERAL LEGAL ACTIVITIES

Under authority of the Federal Trade Commission Act and those sections of the
Clayton Act which it administers, the Commission, during the last fiscal year, has
continued to direct its efforts toward the correction and elimination of unfair methods
of competition and other unlawful practices.

It made preliminary investigations in 1,827 individual cases initiated under these
acts as compared with 1695 during the last pre-ceding year, and approved a total of
890 stipulations, of which 555 were of a specia class in which false and misleading
advertising in newspapers, magazines, or by radio broadcasts, was the principal
practiceinvolved. Thiswasan increase of morethan 100 percent over thetotal of 431
stipulations negotiated in the last preceding fiscal year.

The stipulation procedure is usualy employed in cases where the methods of
competition complained of are not so fraudul ent or viciousthat protection of the public
interest requiresthe procedure of formal complaint and issuance of a cease and desist
order, as the stipulation procedure provides an opportunity for the prospective
respondent to enter into a written agreement to cease and desist from the unfair
methods set forth therein.

Duringthelast fiscal year, the Commissionissued 386 complaintsagai nst companies
and individuals, alleging various forms of unfair

3Public, No, 78, 73d Cong., approved June 16, 1933, making appropriationsfor thefiscal year ending
June 30.1934, for the “Executive office and sundry independent executive Bureaus, Boards.
Commissions’, etc.. made the appropriation for the Commission contingent upon the provision (48 Stat.
291,15 U. S. C. A, sec. 46a) that “ hereafter no new investigations shall be initiated by the Commission
astheresult of alegidlative resolution, except the same be a concurrent resolution of the two Houses of
Congress.”
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competition or other practices, as compared with 280 issued during the last preceding
year. In 161 cases, the Commission served upon respondents its orders to cease and
desist from unfair practices which had been alleged in complaints and which were
found to have been engaged in by the respondents, as compared with 126 issued during
the last preceding year. Representative cases are described at pages 51 and 57.

During the year, the Commission was sustained in 15 cases before the various
United States circuit courts of appeals, and wasreversed in none. In the United States
Supreme Court, there were no decisions on the merits in pending Commission cases,
but that Court denied petitions for writs of certiorari applied for by three petitioners
who had been unsuccessful in their attempts in circuit courts of appeals to nullify
Commission orders to cease and desist.

A number of American associations engaged solely in export trade filed with the
Commission statements provided for by the Webb-Pomerenelaw or Export Trade Act
and thereby became entitled to the benefitsand exemptionsprovided by that act. These
are discussed elsewherein this report.

For handling aspecial procedurein certaintypesof falseand mis-leading advertising
cases, the Commission has a special board of investigation consisting of three
attorneys. Through this special board, the Commission examines the advertising
columns of newspapers and magazines and commercial advertising continuities
broadcast by radio, noting any misleading representations appearing in this material.
Complaintsagainst advertisersare also received from the public and are given careful
consideration. Misleading representations in advertising are often corrected through
the advertiser's agreement by stipulation to cease and desist from such
mi srepresentations, although some of the cases before thisboard result in theissuance
of formal complaints and orders to cease and desist.

TRADE PRACTICE CONFERENCES

An important phase of the Commission’ s activities during the last year has been its
trade practice conference work. This work was instituted in 1919. By 1926, it had
grown to such importance that the Commission established what is now known asthe
Division of Trade Practice Conferences.

The Commission’s trade-practice conference procedure affords a means by which
members of trade and industry may voluntarily cooperate in the establishment of a
code of fair-trade practices for the wholesale elimination of unfair methods of
competition, trade abuses, and evils from trade and industry. This function is per-
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formed under authority of the Federal Trade Commission Act under which the
Commission is

empowered and directed to prevent persons, partnerships, or corporations, except banks and
common carriers subject to the acts to regulate commerce, from using unfair methods of
competition in commerce.

Since the inauguration of this work, trade-practice proceedings for more than 170
industries have been instituted for the establishment of rules under the sponsorship of
the Commission. These industries are of varied character, the membership ranging
from afew hundred to many thousand.

GENERAL INVESTIGATIONS

Under authority of section 6 of the Federal Trade Commission Act, the Commission
may gather information concerning corporationsandinvestigatetheir organizationand
operations and may, at the request of the President, the Congress, the Attorney
General, or uponitsowninitiative, conduct general investigationsof alleged violations
of the antitrust laws. It also may make reportsin aid of legislation.

More than 100 genera inquiries or studies have been conducted during the
commission’s existence, most of them in pursuance of Congressional resolutions,
although many have been conducted pursuant to Presidential ordersand otherson the
commission’sinitiative.* 1t may be said that these inquiries have supplied not only
valuable information bearing on conditions, developments, and trends in interstate
trade and industrial development, but have thrown light on the need for and wisdom
of legidlationfor correctiveaction. Thepublic need for such fact-finding studiesinthis
increasingly complex economic eragrows greater, irrespective of different economic
and political philosophies.

Thestatusof each investigationin progressat the close of thefiscal year isdescribed
asfollows:

Milk and dairy products.--During the fiscal year, the commission continued its
investigation into conditionswith respect to the sale and distribution of milk and other
dairy products, under authority of ‘louse Concurrent Resolution 32, Seventy-third
Congress, second session, adopted June 15, 1934. During the year it transmitted to
Congress the following reports: Sale and Distribution of Milk and Milk Products,
being a supplemental study of the Connecticut and Philadel phia milkshed; Sale and
Distribution of Milk and Milk Products, Chicago Sales Area; Milk Market Regulation
and Practices of Distributorsin Relation to Margins, Costs and Profits of

4 A list of these investigations, and brief descriptions, begin at p.157.
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Distributorsin Boston, Baltimore, Cincinnati, and St. Louis; and Saleand Distribution
of Milk and Milk Products, Twin Cities Area (Minneapolis and St. Paul).

Agricultural income.- Public Resolution No. 61, Seventy-fourth Congress, first
session, approved August 27, 1935, directed the Commission to investigate and report
to Congress concerning the extent of thedeclinein agricultural incomeinrecent years,
the extent of increases or decreases in the income of principal corporations engaged
in the sale, manufacture, warehousing, and processing of principal farm products; the
proportion of total consumer cost of representative farm products, represented by
profits to the farmers, manufacturers, processors, warehousemen and distributors of
such products, and other facts. Seven principal farm commodities were chosen for
investigation as comprising the leading sources of agricultural income; namely, dairy
products, cotton, wheat, cattle, hogs, tobacco, and potatoes. aninterim report wasfiled
by the commission January 1, 1936. A resolution adopted by the Congress at its |ast
session directed an investigation of table and juice grapes and fresh fruits and
vegetables, aninterim report on these commoditiesto befiled on or before January 31,
1937, and afinal report not later than May 31, 1937.

Farm implements and machinery.- Investigation of corporations engaged in
manufacturing, selling, or distributing agricultural implements and machinery was
undertaken by the Commission at the close of the fiscal year in response to Public
Resolution No. 130, Seventy fourth Congress, approved June 24, 1936. Under this
resol ution, the Commission will seek to determine "whether any corporation engaged
in the manufacture, sale, or distribution of agricultural implements and machinery, of
whatever kind and description is, or within the past 3 years has been, violating any of
the antitrust acts of the United States, and the nature, extent, and effects of any such
violation." Other information requested under the resolution relates specifically to
possible price fixing, monopoly, and concentration of ownership or control; costs,
prices, and profits of manufacturers and other subjects.

Collusive bids on steel-sheet piling.-At the direction of the President, the
Commission investigated the circumstances under which producers of steel-sheet
piling had submitted identical bids on construction projects financed with Federal
fundsin New Y ork City, Miami, Fla., and Morehead City, N . C. A description of the
Commission’s report is presented on page 30.

Textileindustries.-Asaresult of thisinvestigation, undertaken pursuant to Executive
order of September 26, 1934, the Commission hasissued reportsrelativeto labor costs,
rates of return, and invest-



THE COMMISSIONERS AND THEIR DUTIES 9

ments of companies and establishments in the cotton, woolen and worsted, silk and
rayon, and the thread, cordage, and twine industries.

Electric and gas utilities.--This investigation, conducted under Senate Resolution
No. 83, Seventieth Congress, first session, was completed as of December 31, 1935,
and final reports have been submitted on the financial operations of electric power
utilities, publicity and propagandaactivities of the utility industries, and on financial
phases of the natural-gas and pipe-line industries, with conclusions and
recommendationsin each instance. Theinquiry embraced examination of 29 holding
companies, 70 subhol ding companies, and 278 operating companies having combined
total assets of $19,038,698,378. Testimony and reports, including fina summary
reports, comprise 94 printed volumes.

Petroleum decree investigation.--At the close of the fiscal yen r, the Commission
was conducting an investigation to determine the manner in which a, consent decree
entered in the case of the Government against certain Pacific coast oil companies has
been observed. Thisinvestigation wasrequested by the Attorney General and isbeing
conducted pursuant to duty imposed upon and power granted to the Commission under
section 6 (c) of the Federal Trade Commission Act.

Price bases-range-boiler industry.--The Commission, on March 30, 1936,
transmitted to Congress areport of its study of the zone-price formulain the range-
boiler industry. This was one of a series of studies made by the Commission in its
price-basesinquiry to ascertain the part that transportation charges play in the making
of delivered and shipping-point prices. The study disclosed that the basing-point
principleisinvolved in the making of pricesin the range-boiler industry.

THE COMMISSIONERS AND THEIR DUTIES

The Federal Trade Commission is composed of five Commissioners appointed by
the President and confirmed by the Senate. Not more than three of the Commissioners
may belong to the same political party.

The term of office of a Commissioner is 7 years, as provided in the Federal Trade
Commission Act. The term of a Commissioner dates from the 26th of September last
preceding his appointment (September 26 marking the anniversary of the approval of
the act in 1914), except when he succeeds a Commissioner who relinquishes office
prior to expiration of histerm, in which case, under the act, the new member “ shall be
appointed only for the unexpired term of the Commissioner whom he shall succeed.”

At the close of thefiscal year, June 30, 1936, the Commission was composed of the
following members; Charles H. March, Republican,
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of Minnesota, chairman; William A. Ayres, Democrat, of Kansas, vice-chairman;
Garland S. Ferguson, Jr., Democrat, of North Carolina; Ewin L. Davis, Democrat, of
Tennessee; and Robert E Freer, Republican, of Ohio. Commissioner Freer was
appointed to office August 24, 1935.

Each January the Commission designates one of its membersto. serve as chairman
during the ensuing calendar year. Commissioner March was chosen chairman for the
calendar year 1936, succeeding Commissioner Davis. Thechairmanshiprotates, sothat
each Commissioner serves as chairman at least once during his term of office. The
chairman presides at meetings of the Commission, supervisesits activities, and signs
the moreimportant official papersand reportsat thedirection of the Commission. The
chairman of the Commission isa member of the National Emergency Council.

In addition to the general duties of the Commissioners, in administering the statutes,
the enforcement of which is committed to the commission, each Commissioner has
supervisory charge of a division of the Commission’s work. Chairman March has
supervisory charge of the chief examiner’'s division, Commissioner Ayres of the
administrative division; Commissioner Ferguson of the chief trial examiner’ sdivision
and thetrade practice conference division; Commissioner Davisof thechief counsel’s
division and the special board Of investigation; and Commissioner Freer of the
economicdivision. Every casethat isto come beforethe Commissionisfirst examined
by a Commissioner and then reported on to the Commission, but all matters under the
jurisdiction of the Commission are acted upon by the Commission as awhole.

The Commission meetsregularly for the transaction of business. every businessday
at its offices in Washington. The Commissioners hear final arguments in the cases
before the Commission, as well as arguments on motions of counsel for the
Commission or respondents.

The Commissioners usually presideindividually at trade-practice conferences held
for industriesin various parts of the country, and also have numerous administrative
duties incident to their position..

The secretary of the Commission isits administrative officer.

At the close of the fiscal year the Commission had a total personnel of 571,
including the Commissioners.

HOW THE COMMISSION'SWORK ISHANDLED

The work of the Federal Trade Commission may be divided broadly into the
following general groups: Legal, economic, and administrative.

The legal work of the Commission is under the direction of the chief counsel, the
chief examiner, and the chief trial examiner.
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The chief counsel acts as legal adviser to the Commission, and has charge of legal
proceedings against respondents charged with unfair methods of competition as
prohibited by the Federal Trade Commission Act, with acts or practicesin violation
of the Clayton Act and with violations of the Federal Trade Commission Act as
extended by the Webb-Pomerene Act, and has charge of the trial of cases before the
Commission and in the courts.

The chief examiner has charge of legal investigations of applications for complaint
alleging violations of thelaws over which the Commission hasjurisdiction. Whenthe
Commission undertakes investigations in response to congressional resolutions, or
under section 6 of the Federal Trade Commission Act, the chief examiner supervises
such parts of such investigations as may be assigned to his division by the
Commission.

Members of the chief trial examiner’s division are appointed to preside at the trial
of formal complaints and at the taking of testimony in investigations conducted by
Executive direction, pursuant to congressional resolutions, upon the Commission’s
owninitiative, or at the request of the Attorney General of the United States. They also
arrange settlement by stipulation of applications for complaint, subject to approval of
the Commission.

There are also the division of trade practice conferences, the special board of
investigationfor casesinvolvingfal seand mid eading advertising, and theexport-trade
section of the chief counsel’s division for handling foreign trade work under the
Export Trade Act and section 6 (h) of the Federal Trade Commission Act.

The economic division, under the chief economist, conducts certain of the general
inquiries of the Commission. Thisdivision conducted that part of the electric and gas
utility inquiry which dealt with thefinancial structure, organization, and management
of theutilities, although the chief counsel’ sdivision conducted the public hearingsand
had charge of the investigation of utility propaganda. Theinvestigation of thetextile
industry hasbeen under the direction of the economic division. The milk investigation
and the agricultural income inquiry have been conducted by the chief examiner's
division and the economic division, jointly. The public hearings held in the milk
investigationwereconducted by thechief counsel’ sdivision beforeaCommissiontrial
examiner.

Responsibledirectly tothe assistant secretary of the Commission, theadministrative
division conductsthe business affairs of the Com mission and ismade up of unitssuch
asare usually found in Government establishments, the functions of such units being
covered largely by genera statutes. These units are as follows: Accounts and per

99567---36-----2
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sonnel, disbursing office, docket section, publications, library, mails and files ,
supplies, stenographic, and hospital.

The Commission has a public relations and editorial service for the distribution of
information, for the preparation and editing of reports, and the answering of inquiries
relative to the Commission’s work. This division is under the supervision of the
assistant to the chairman.

THE ROBINSON-PATMAN BORAH-VAN NUYSACT

The Robinson-Patman Borah-Van Nuys Act, Public, N0.692, was signed by the
President on June 19, 1936.

The Robinson-Patman bill, as originally introduced, amended Section 2 of the
Clayton Act, defining unlawful pricediscriminationsand supplemented the section by
declaring certain other forms of discrimination to be unlawful. The Borah-Van Nuys
bill was directed toward making certain price discriminations a criminal offense.

Both bills were designed to prevent arbitrary discrimination in the course of
interstate commerce as a result of which sellers conferred substantial competitive
advantages upon some customers and not upon others, or as sometimes stated, to
restore equality of opportunity in business without penalizing service and efficiency.
As finally passed the act is a consolidation of the provisions of the various hills
introduced in Congressby Senator Robinson, Representative Patman, SenatorsBorah,
Van Nuys, and others.

A comparison of the principal provisions of the amended section and of the section
as it had stood since its original enactment in 1914, is presented in the following
parallel columns. This comparison will show the principal points of difference
between the old and the new law.

ORIGINAL SECTION 2 AMENDED SECTION 2
NOTE.--New Languagein italics.)

Declares it unlawful to discriminate Declares it unlawful to discriminate

in pricein the course of interstate com-
merce between different purchasers of
commodities sold for use, consumption,
or resale within the United States, sub-
ject to the following requirements:

(a) That the effect “may be to sub-
stantially lessen competition or tend to
create amonopoly in any line of corn-
merce.”

in pricein the course of interstate com-
merce between different purchasers of
“like grade and quality, where either or
any of the purchases’ are made in the
course of interstate commerce and
where the commaodities are sold for use,
consumption, or resale within the
United States or its possessions, subject
to the following requirements

(a) That the effect “may be sub
stantially to lessen competition or tend
to create a monopoly in any line of
commerce, or toinjure, destroy, or pre-
vent competition with any person who
either grants or knowingly receives the
benefit of such discrimination or with



customers of either of them.”
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ORIGINAL SECTION 2

(b) That the discrimination be not
" on account of differencesin the grade,
quality, or quantity of the commodity
sold” or make other than “due allow-
ance for differencein the cost of selling
or transportation.”

(c) That the discrimination “in the
same or different communities’ be not
“in good faith to meet competition.”

(d) That the discrimination be not
the result of the seller’s selection of
customers “‘in bonatide transactions
and not in restraint of trade.”

(e) Nothing equivalent to (e) in the
other column appears in the original
section.

AMENDED SECTION 2

(b) That the discrimination make
other than “due allowance for differ-
encesin the cost of manufacture, sale,
or delivery resulting from the different
methods of quantities in which such
commodities are to such purchasers sold
or delivered.”

(c) The amended section does not
contain the equivalent to (c) in the
other column, but provides that as a
matter of proof a prima facie case of
discrimination may be rebutted by the
seller “showing that hislower price or
the furnishing of services or facilities
to any purchaser or purchaserswas
made in good faith to meet an equally
low price of a competitor, or the serv-
ices or facilities furnished by a competi-
tor.”

(d) That the discrimination be not
the” result of the seller’ s selection of
customers “in bona fide transactions
and not in restraint of trade.”

(e) That the discrimination be not
the result of “price changes fromthe
to the wh erein response to changing
conditions affecting the market for or
the marketability of the goods con-
cerned, such as, but not limited to
actual or imminent deterioration of per-
ishable goods, obsolescence of seasonal
goods, distress sales under court Proc-
cess, or salesin good faith in discon
tinuance of businessin the goods
concerned.”

Animportant provision which qualifies(b) in the second column aboveisthat where
the Federal Trade Commission finds “that available purchasers in greater quantities
are so few as to render differentials on account thereof unjustly discriminatory or
promotive of monopoly in any line of commerce” it “may, after dueinvestigation and
hearing to all interested parties, fix and establish quantity limits and revise the same
as it finds necessary, as to particular commodities or classes of commodities.”
Thereafter in such cases differentials based on differences in quantities greater than
those so fixed and established are not permissible.

The new act includes someimportant provisionsthat arein the nature of extensions



of the principle of nondiscrimination. These extensions are independent of the
prohibition against the discriminations in price as such. The methods forbidden were
evidently considered aseither constitutingindirect pricediscrimination or other forms
of discrimination which had effects similar to price discrimination The payment of
brokerage, commission, or other compensation in lieu thereof to an intermediary is
forbidden, except for services rendered, where the intermediary “is acting in fact for
or in behalf, or
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issubject to thedirect or indirect control” of any party to thetransaction other than the
one paying the intermediary’ s compensation. Allowances for advertising and sales-
promotion work are declared unlawful unless they are made “available on
proportionally equal terms’ to all customerswho compete with one another. It isalso
declared unlawful to discriminate between purchasers of a commodity bought for
resale by furnishing any services or facilities for processing, handling, selling, or
offering for sale, that are not “accorded to al purchasers on proportionately equal
terms.” The new act specifically declares it unlawful for any person engaged in
commerce*”knowingly toinduceor receiveadiscriminationin price” that isprohibited
by the amended section 2. The new act affirmatively protectstheright of acooperative
association to distribute its earnings in proportion to the volume of dealings of its
respective members.

Asan aid to more effective enforcement of section 2 of the act, the act providesthat
when the Commission shall have established a prime facie case of “discriminationin
price or services or facilities’ the burden of rebutting such a case shall be upon the
alleged violator and “unless justification shall be affirmatively shown” the Com-
mission may order the discrimination terminated. The theory of this provision is that
the factswhich constitute justification are necessarily in the possession of the alleged
discriminator. The act preserves al rights of action arising, litigation pending, and
ordersof the Federal Trade Commission, based on section 2 of the Clayton Act, issued
and in effect, or pending on review prior to passage of the new act. Provisionismade
for reopening of proceedings concluded under the old law and the modification or
amendment of the Commission‘soriginal ordersto include any violationsfound of the
new law. Court review is provided for asin the case of the old law.

Section 3 of the new act makesit acriminal offense and provides. apenalty of fine
or imprisonment of persons who knowingly discriminate or assist in discriminating.
This section, however, sets up a definition of crimina discrimination which is not
identical with the definitions of discrimination contained in sections 2A to F, inclu-
sive, of the new act. Section 3 of the new act also makes it a criminal offense to sell
goods in any part of the United States at prices lower than elsewhere in the United
Statesfor the purpose of destroying competition or eliminating acompetitor. It isalso
a criminal offense to sell goods “at unreasonably low prices for the purpose of
destroying competition or eliminating a competitor.”

Authority to enforce compliance with the new act, as distinguished from criminal
proceedings, is by virtue of section 11 of the Clayton Act vested in the Commission
in all casesin which the new act is not applicable to common carriers subject to the
Interstate Com-
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merce Act, as amended, to common carriers engaged in wire or radio communication
or radio transmission of energy, or to banks, banking associations, and trust
companies.

The Interstate Commerce Commission has authority to enforce compliance by
common carriers subject to the Interstate Commerce Act as amended; the Federal
Communi cations Commission hasauthority to enforce compliancein casesapplicable
to common carriers engaged in wire or radio communication or radio transmission of
energy; while the Federal Reserve Board has authority to enforce compliance where
the act is applicable to banks, banking associations, and trust companies.

Other proceedingsfor violation and threatened viol ation of the new act are provided
for by other sections of the Clayton Act.

Under section 15, the Department of Justice is given the right to institute
proceedings to prevent and restrain violations of the new act and the right of any
person, firm, corporation, or association for injunctive relief against threatened loss
or damage by violation of the new act is provided in section 16 of the Clayton Act,
excepting that right to injunctive relief for threatened loss or damage may not be
brought against any common carrier subject to the regulation, supervision, or other
jurisdiction of the Interstate Commerce Commission.

In addition to proceedings which may be instituted to enforce compliance with, and
to restrain violations of section 2 of the Clayton Act, as amended by the new act, a
personwhoisinjured in hisbusinessor property by reason of violationsof that section
may sue for threefold damages and cost of suit, including areasonable attorney’ sfee.
Thisis provided by section 4 of the Clayton Act.

PUBLICATIONSOF THE COMMISSION

Publications of the Commission, reflecting the character and scope of itswork, vary
in content and treatment from year to year, especially documents relating to general
business and industrial inquiries.®> Such studies areillustrated by appropriate charts
, tables, and statistics. Thesefact-finding studies, reports, and recommendations deal
not only with current developments, possible abuses, and trends in an industry, but
contain scientific and historical background. Considered as a whole, they have
supplied economists and students of business and government, the Congress, and the
public with information not only of general interest but of great value as respectsthe
need or wisdom of new and important legislation, to which they have frequently led,
aswell ascorrective action by the Department of Justice and privateinterestsaffected.
The Supreme Court has

5 These investigations are listed and briefly described beginning at p.157.
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at times had recourse to them, and many of them have been designated for reading in
connection with university and college courses in economics and law.

Findings and orders of the Commission, as published, contain interesting and
important material regarding business and industry. They tell, case by case, the story
of unfair competition, exclusive-dealing contracts, price discriminations, and capital -
stock acquisitionsin violation of the statuteswhich the Commission ad-ministers, and
of the measures taken by the Commission to prevent such violations of law.

The Commission’s decisions are printed first in the form of advance sheets with
permanent volume number and pagination, and later as bound volumes

Regarding the Commission’s publications, the Federal Trade Commission Act,
session 6 () , says the Commission shall have power--

to make public from time to time such portions of the information obtained by it
hereunder, except trade secrets and names of customers, asit shall deem expedient in
the public interest; and to make annual and special reports to the Congress and to
submit therewith recommendations for additional legislation; and to provide for the
publication of its reports and decisions in such form and manner as may be best
adapted for public information and use.

RECOMMENDATIONS

In submitting this annual report, the Commission avails itself of the above
authorization to renew certain recommendations for additional legislation. These
recommendations are based upon the Com mission’ s experiencein administering and
enforcing the remedial |aws committed to its jurisdiction.

The Commission recommends that the first two paragraphs of section 5 of the
Federa Trade Commission Act be amended to read as follows:

SEC. 5. Unfair methods of competition in commerce and unfair or deceptive acts and
practices in commerce are hereby declared unlawful.

The Commission is hereby empowered and directed to prevent persons, partnerships, or
corporations, except banks, and common carrierssubject to the actsto regulate commerce, from
using unfair methods of competition in commerce and unfair or deceptive acts and practices
in commerce. [New language in italics.]

In many cases it is very difficult, if not impossible, to show a specific injury to
competitors, even though injury to both competitors and the public is manifest. The
development of such evidence-involves much time and expense. The Government
should not be subjected to this expense.
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In the interest of expedition and consistency in enforcement of its orders, the
Commission renewsitsrecommendation that section 5 affirmatively providethat court
review may be obtained by the Com-mission without first proving the order has been
violated and that upon affirmance the court shall issue its own decree commanding
obedience to the Commisson’'s order. The Commission also renews its
recommendationthat itsordersshall becomefinal and conclusiveand viol ation thereof
punishable as a contempt of court if ft respondent does not apply for court review
within sixty (60) days after the order isissued.
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PART |. GENERAL INVESTIGATIONS
MILK AND DAIRY PRODUCTS
REPORT SUBMITTED ON TRADE CONDITIONSIN SEVERAL AREAS

Aninquiry into conditionswith respect to the sale and distribution of milk and other
dairy products was ordered by Congress under House Concurrent Resolution No. 32,
Seventy-third Congress, second session, adopted June 15,1934.

Under this resolution, the Commission was directed to determine whether any
“persons, partnership, association, , cooperative or corporation isoperating within any
milkshed of the United Statesin such amanner asto substantially lessen competition
01. tend to create amonopoly in the sale or distribution of such dairy products* * *”

The resolution also directed the Commission to ascertain whether such person or
organization“isaparty to any conspiracy inrestraint of tradeor commercein any such
dairy products, or isin any way monopolizing or attempting to monopolize such trade
or commerce within the United States or any part thereof”, also whether any such
person or organization“isusing any unfair methods of com-petitionin connectionwith
the sale or distribution of any such dairy products, or is in any way operating to
depress the price of milk sold by producers.”

The Commission, on April 5, 1935, transmitted to Congress its first report on this
investigation entitled Sale and Distribution of Milk Products, Connecticut and
Philadel phia Milksheds, later printed as House Document No. 152, Seventy-fourth
Congress, first session. Thisreport wassummarizedinthe Commission‘ sannual report
for 1935.

A supplemental report, Sale and Distribution of Milk and Milk Products, discussing
certain problems encountered in the Connecti cut and Philadel phiamilksheds, was sent
to Congress as of December 31, 1935, and later printed as House Document No.387,
Seventy-fourth Congress, second session.

Other reports on the milk investigation issued during the fiscal year 1935-36 were:

Sale and Distribution of Milk and Milk Products, Chicago Sales Area, April 15,
1936.
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Milk Market Regulations and Practices of Distributors in Relation to Margins,
Costs and Profits of Distributorsin Boston, Baltimore, Cincinnati, and St. Louis,
June 4, 1936.

Sale and Distribution of Milk and Milk Products, Twin Cities Area, June 15,
1936.

Facts and conditions presented in reports issued during the fiscal year are
summarized as follows:

Supplemental report, Connecticut and Philadel phia ar eas.--Philadel phiathe theory
of paying for milk purchased from producers on the basis of use by the distributors,
under the base surplus plan, was largely nullified by a practice not in accord with the
utilizationtheory. Instead of most of the distributors settling with each producer onthe
basis of utilization of milk, settlement was made according to the proportion of each
producer’ s basic quantity up to 100 percent of such quantity which was delivered by
such producer.

This practice was described as a grave abuse because, to the extent that producers
failed to ship their basic quantities or quotas, thedistributorswere ableto use, asclass
I milk (milk sold for consumption in fluid form), deliveries made by other producers
in excess of their basic quantities, the excess being paid for at the lower surplusrate.

In Connecticut, however, producerswere generally paid under the base surplus plan
in accordance with the actual utilization of milk by distributors. The method of
settlement used in Connecticut, when properly administered, assures payment to
producers in accordance with the distributors' utilization and thus prevents the | atter
from obtaining a part of their fluid milk requirements at surplus prices.

Another contrast noted between the two milksheds was the failure of the Interstate
Milk Producers Association, operating in the Philadel phia milkshed, adequately to
protect the interests of its members. either in respect to milk settlements or in respect
to producers basic quantities under the base surplus plan, whereas the Connecticut
Milk Producers’ Association was far more successful in protecting the interests of its
members.

Another important contrast between the Connecticut and Philadel phia milksheds
discussed in the report wasin connection with the differences between the prices paid
producersfor class| milk and the prices for the lower classes, or surplus milk, in the
respective sheds. In Connecticut this spread was wide and made it profitable for flat-
pricedistributorsto operate, whereasin Philadel phiathe-rel ationshi p between thetwo
prices was much narrower than in Connecticut and flat-price buyers were much less
important, relatively. Thereport pointed out the possible effects upon general market
conditions of these price relationships.
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Ratesof return ontotal milk investment for nine Connecticut distributing companies
examined declined from about 19 percent to alittle more than 6 percent from 1931 to
1933. Thisdeclineisaccounted for chiefly by the progressive decrease in the sales of
milk and milk products. The average rate of return for the whole 4-year period (1930
to 1933) was 14.14 percent, which shows that, despite the depression extending over
these years, the dealers were still making a profit, some of them in fact a high rate of
return.

For Philadel phia, therates of return for seven distributing corn-panics examine fell
from about 20 percent in 1930 to less than 6 percent in 1934.

The report also pointed out how costs may be so allocated in the distributors
accounting as to show varying results for the several products handled by milk
distributors.

The report discussed the difficulties of determining costs per unit of delivery on
wholesale and retail routes and suggested the desirability for the industry of devising
some standard system of accumulating and allocating delivery costs in order that
accurate and comparable information might be available on this important expense
item.

The gross spread or margin per quart on all milk products sold by 3 Connecticut
distributorswas $0.03427 ascompared with $0.05262 for 10 Philadel phiadistributors.
The difference between these resultsfor the two milkshedswasinfluenced by the fact
that the Connecticut companies sold substantial quantities of both fluid cream and
other products to affiliated companies at cost, thus reducing the margin per quart for
both items. Therewas comparatively little difference between the two marketsin the
respective spreads on fluid milk.

Saleand distribution of milk products, Chicago salesarea.--The Chicago salesarea
had ayearly requirement of approximately 430,000,000 quartsof fluid milk, produced
chiefly in northern Illinois, northern Indiana, and southern Wisconsin.

The Pure Milk Association was the principal producers’ organization in that area.

Prior to adoption of a new sales agreement, November 1, 1935, between the
producers’ organization and distributors, the base and surplusplan of paying producers
was in effect.

Under this plan each producer was paid class I, or fluid milk prices, for a certain
percentage of his base allotment, based on his average production during September,
October, and November 1929. Producershavenot had opportunity toreestablish basics
since 1929. The percentagesof baseallotment onwhich fluid milk priceswereallowed
were fixed arbitrarily by agreement between the cooperative association and the
distributors.
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The sales contract in force since November 1, 1935, provided for flat prices, based
on prices paid for milk used in the manufacture of evaporated or condensed milk.
Pricespaid for milk usedin the production of evaporated milk are computed by the use
of an arbitrary formula based on the current price of 92 score butter on the Chicago
market in combination with the current weekly price of “twins’ cheese quoted on the
Wisconsin Cheese Exchange at Plymouth, Wis. The price of “twins’ cheese is
determined at a15 minute meeting at Plymouth, Wis., each week, of a, few large dairy
and meat packing compani es, constituting the active members of the cheese exchange,
at which a small quantity of cheese is sold, not for the purpose of supplying any
demand therefor, but for the purpose of fixing the price for the following week.

Two large dairy products corporations distributed fluid milk in the Chicago sales
area--The Borden Co. and Bowman Dairy Co. While the National Dairy Products
Corporation distributed no fluid milk in the Chicago market, it had a wholly owned
subsidiary, Kraft Phoenix Cheese Corporation, a large purchaser of raw milk from
farmers in the production area accessible to Chicago, engaged in the manufacture of
cheese.

The Borden Co., through its subsidiary, Borden-Wieland, Inc., and Bowman Dairy
Co., sold approximately 49 percent of the fluid milk sold in Chicago, and handled
nearly 68 percent of the fluid milk sold there by all dealers purchasing under contract
from the Pure Milk Association.

Therecordsandfilesof theMilk Dealers' Bottle Exchange, operating inthe Chicago
area, indicated that it was organized by and operated for the benefit of the large
distributors and such other distributors as cooperated with them in maintaining
uniform practices and stabilized prices. The two largest fluid milk distributors in
Chicago owned a controlling interest in the outstanding voting stock of the exchange.

Factswere a so devel oped indicating that officialsand members of the Milk Wagon
Drivers Union, through intimidation, threats and violence, had frequently interfered
with the work of employees of independent milk distributors of Chicago. Driversfor
independent deal ers had been refused membership in the union because such dealers
cut prices. The two large milk distributors in Chicago employed a majority of union
members. Union officials tried to get milk peddlers selling milk for independent
distributors either to sell their business or buy milk from Borden-Wieland, Inc.

Files and records of the Chicago Board of Health reveaed that requirements for
improvements on many dairy farms worked hardships on small producers. While
evidence was found in afew cases
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of favoritismin granting extensions of time for making required changes, no evidence
of collusion on the part of officials with either the producers cooperatives or the
distributors was devel oped, not withstanding the wide circulation of rumorsthat such
collusion existed.

Boston, Baltimore, Cincinnati, and S. Louis report.--This report contained, in
addition to somediscussion of control measures, an analysisof the unit margins, costs,
and profits of certain distributors, and of the milk settlement plans used in paying
producers. A number of practicesengaged in by these distributorswhich had adecided
effect on their margins were also shown. A comparison of methods of allocating
delivery expenses to products was presented, with some critical comment upon their
value.

The report will prove of value to those entrusted with formulating milk marketing
control measures, and officialsadministering control actswill likewisefind it helpful.

Asappearsin thereport, conditions among milk producers, in the areasfromwhich
these four cities obtained milk, varied greatly. Conditions in the Boston market were
said to have long been unstable, and, while the efforts of the Federal Market
Administrator and the Massachusetts Board of Milk Control had done much to im-
prove conditions in that milkshed, there continued to be dissatisfaction among many
producers, especially in Massachusetts. As in Boston, conditions in the Cincinnati
milkshed, especially prior to the existence of the Ohio Milk Marketing Commission,
were unstable, and this was also true of conditions in the St. Louis area. The report
discussed possible reasons for the conditions which existed in the four milksheds
covered by the report and also pointed out anumber of abuseswhich had existed from
timeto time.

The comparatively greater stability of the Baltimore milk market might be ascribed
to the fact that the only cooperative in the milkshed had kept the price and surplus
problems at a minimum, and al so because of the comparatively few milk distributors
operating in the Baltimore sales area. Furthermore, the importance of maintaining
proper relationships between class and blended prices was fully recognized.

The methods used by distributorsfor settlement with producersfor milk in the four
markets were discussed in detail and a number of the abuses found in this connection
described.

The excess of the class | price over the blended price was greatest in the case of
Boston, 1.58 cents per quart, and the least for Baltimore, 0.78 cents per quart, with St.
L ouis occupying an intermediate position with 1.11 cents per quart. The significance
of these figures lies in the fact that they may be closely related to conditions in the
three milksheds. In Baltimore, where the differenceis narrow, market
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conditions are reported to be remarkably stable, while in Boston and St. Louis the
reverse appearsto betrue.

The actual gross margins per quart on all milk products sold by the distributors
covered by the inquiry into these four markets during October 1935, were 5.02 cents
for Baltimore, 4.28 cents for Cincinnati, 3.41 centsfor St. Louis, and 3.35 cents for
Boston.

The combined rates of return earned by the companies covered by theinquiry in the
four cities, respectively, on their actual milk business investment ranged from 25.6
percent in 1930 down to 14 percent in 1934 for two Baltimore companies; from 20.5
percent in 1930 to 3.3 percent in 1934 for two Boston companies; from 13.1 percent
in1930to a, loss of .02 percent in 1.933 for four Cincinnati companies, and from 19.4
percent in 1930 to a loss of 2.8 percent in 1935 for three St. Louis companies. It
appearsthat most of the companies covered by theinquiry realized substantial returns
during 1935 on actual investments in the milk business.

Saleand distribution of milk products--Twin Citiesarea.--Minneapolisand St. Paul
aresituated in one of the most favorable dairy regionsin the United States. Fluid milk
consumed in the two cities is supplied by the producers within a radius of
approximately 40 miles.

The Twin CitiesMilk Producers’ Associationisthelargest producers organization
inthe Twin Citiesarea. Officials of the association met with distributors at |east once
each month to agree upon prices for fluid milk. Fluid milk only was purchased from
the association by distributors, therefore, therewas but one pricefor one class of milk.

The plan of arriving at pricesfor fluid milk in the Twin Cities areawas based upon
a, final average arrived at by acompilation of average cheese prices on the Plymouth,
Wis., Cheese Exchange, and the average 92-score New Y ork Extrabutter pricesonthe
New Y ork butter market. To thisfinal average were added fixed amounts each month
to cover lossof whey, transportation charges, and other incidental expenses. Evidence
also disclosed that prices were influenced by fluctuations in the butter and cheese
markets, and the price at which distributors could purchase milk independently of the
association.

In March 1933, independent creameries offered to sell milk in Minneapolis to
customers of Twin Cities Milk Producers Association at 20 cents below the
association price, which resulted in aprice war. During the price war, the cooperative
association reduced the price of milk to Minneapolis distributors to 50 cents per
hundred pounds, or a small fraction over 1 cent per quart. This was less than the
association returned to its members, the loss being replaced from the reserve-for-
advertising fund. During the low-price period



AGRICULTURAL INCOME INVESTIGATION 27

in 1933, the number of independent distributors in Minneapolis purchasing from
producers, not members of the association, was reduced from 11 to 4.

A marketing agreement and license for milk under the Agricultural Adjustment Act
became effective in the Twin Cities area September 2, 1933. Minimum prices were
fixed for payment to producers and for prices to be charged customers.

AGRICULTURAL INCOME INVESTIGATION

INQUIRY WITH RESPECT TO FINANCIAL AND ECONOMIC CONDITION OF
AGRICULTURAL PRODUCERS

Thisinvestigation was directed by ajoint resolution of Congress, Public Resolution
No. 61, Seventy-fourth Congress, first session, approved August 27, 1935, and
subsequently amended by Public Resol ution No. 86, Seventy-fourth Congress, second
session, and Public Resolution No.112, Seventy-fourth Congress, second session.

Public Resolution No. 61 directed the Commission to investigate and report to the
Congressthe extent of the declinein agricultural income in recent years; the extent of
increases or decreases in the income of principal corporations engaged in the sale,
manufacture, warehousing, and processing of principal farm products; the proportion
of total consumer cost of representative products manufactured or processed from
principal farm products which is represented by proceeds to the farmers,
manufacturers, processors, warehouse-men, and distributors of such products amid
such representative products manufactured therefrom; the financial position of the
principal corporations engaged in manufacturing, processing, distributing, and
marketing representative major products manufactured from such principal farm
products, including the capitalization and assetsof such corporations, their investment,
costs, profits, and rates of return; the salaries of officers of such corporations and the
extent to which officers of such corporations receiving Salaries have paid income
taxes.

The resolution aso directed the Commission to investigate the extent of
concentration of control and of monopoly in the manufacturing, processing,
warehousing, and distribution of major farm products, together with the methods and
devices used by such corporations for obtaining such control and the extent to which
any fraudulent, dishonest, unfair, and injurious methods are employed in the grading,
warehousing, and transportation of such farm products, including combinations,
monopolies, and price fixing.

Theresolution also directed the Commission to investigate and report the extent to
which cooperative agencies have entered into the processing, warehousing, and
marketing of representative major farm

99567---36-----3
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products, and the general effect of such cooperative agencies among producers and
consumers.

The resolution directed the Commission to report “any conclusions and/or
recommendations with regard to increasing the income of farm producers, or other
recommendationswith regard to theimprovement of the economic position of farmers
or consumers, growing out of theinquiry.”

The resolution directing the investigation was approved in August 1935, but funds
were not made available for the purpose until February 1936. During that interval the
Commission did such preliminary work aswas possible, pending an appropriation by
Congress.

Seven principa farm commodities were chosen for investigation as comprising the
leading source of agricultural income. These were: Dairy products, cotton, wheat,
cattle, hogs, tobacco, and potatoes.

Subsequently, by Public Resolution No0.112, Seventy-fourth Congress, second
session, provision was made for broadening the scope of the inquiry to include table
and juice grapes, fresh fruits, and vegetables.

The original resolution directed the Commission to present an interim report to
Congresson January 1, 1936, and afinal report, with recommendations, not later than
July 1, 1936. The interim report was filed as directed. By Public Resolution No.86,
Seventy-fourth Congress, second session, thetimeinwhichthe Commission might file
its final report in response to Public Resolution No 61, was extended to October 1,
1986, while Public Resolution N0.112 directed that an interim report on the
investigation of table and juice grapes, and fresh fruits and vegetables be filed on or
before January 31, 1937, and afinal report in respect to those products not later than
May 31, 1937.

ECONOMIC ASPECTSOF THE INQUIRY

Asregardsthe economic aspectsof thisinvestigation, the Commissionrelied largely
upon information collected by report form or questionnaire. This appliesto the extent
of increase or decrease of income of those whose income the resol ution requiresto be
investigated; to the distribution of the consumer’ sdollar as between groups specified
by the resolution; to the financial position of corporations covered by the resolution;
to the amounts of officers’ salaries paid by such corporations and the extent such
officers pay income taxes thereon, and the extent to which, if at all, such corporations
avoid incomes taxes; the extent of control and of monopoly in the handling or
processing of farm commaodities; and, to aconsiderable extent, to the investigation of
producers’ cooperative agencies.
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For collecting information on all these matters the report form or questionnaire has
been used. However, so comprehensive by necessity was the form, and so many the
companies covered, that the Commission sent out from 15 to 25 accountants to assist
companies in their preparation of the forms.

In general, there was entire willingness on the part of companies scheduled to
cooperate by filling out the forms as fully and accurately as possible. In a few
instances, however, although therewasno outright refusal of theinformationrequested
the companies concerned made little or no attempt to compile the information, and
only by the Commission’s completely taking the work over were the forms made out.
Seven corporations refused to furnish or to permit to be com piled from their records
certain parts of the data required by the forms and it became necessary for the
Commission to serve them with default notices, as provided in section 10 of the
Federal Trade Commission Act. Four of these companies complied with the Commis-
sion’srequest before the expiration of the notice period.

At the close of the fiscal year, tabulation of these report-form data was under way
and aportion of thereport, less dependent upon report-formreturns, wasin draft form.

LEGAL PHASESOF THE INVESTIGATION

Legal aspects of the investigation included a study of what the original resolution
described as--

(1) Methods and devices used |)y such corporations for obtaining and maintaining their
control or monopoly of the manufacturing, marketing, processing, warehousing, and distribution
of such commodities, * * * ; and

(2) The extent to which fraudulent, dishonest, unfair, and injurious methods are employed
inthe grading, warehousing, and transportation of such farm products, including combinations,
monopolies, pricefixing. * * *

Tobacco and potato markets studied.--Extensive field inquiry was required in the
legal investigation but the size of the appropriation avail ablemadeit necessary to limit
the study to two commaodities-namely tobacco and potatoes.

Asto tobacco the field work included investigation and analysis of the practices of
farmers, warehousemen, packers, and, deal ersin Connecticut, Pennsylvania, Maryland,
Virginia, North Carolina, South Carolina, Kentucky, and Tennessee. Useful
information and data were obtained from leading tobacco, snuff, and cigar manufac-
turers, and detailed studies were made of the distribution of tobacco products in
Boston, New York; Cleveland, Chicago, and Detroit by chain stores, jobbers, and
retailers, but primary consideration was given to the effect upon these distributional
agencies of the selling practices of manufacturers and the activities of trade
associ ation.
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Because manufacturing and processing are minor elements in the potato business,
the inquiry regarding that commodity was confined principally to an examination of
the marketing and distributive processes. Information was obtained by interviewing
farmers and local deders in Florida, South Carolina, North Carolina, Virginia,
Maryland, New Jersey, Maine, New Y ork, Michigan, and Wisconsin, and receivers,
jobbers, and chain-store operators in the Boston, New Y ork, and Chicago markets.
Inquiry also was madewith regard to the existence of aleged businessracketeeringin
terminal markets and the effects thereof on the producer and consumer.

With minor exceptions the legal investigational work with respect to these two
agricultural products had been completed and preparation of the final report on the
legal phases commenced before the close of the fiscal year.

COLLUSIVE BIDSON STEEL SHEET PILING

REPORT TO PRESIDENT REFERRED TO ATTORNEY GENERAL FOR
“APPROPRIATE ACTION”

At the direction of the President, the Commission made an investigation of the
circumstances under which producersof steel sheet piling had submitted identical bids
on three construction projects financed with Federal funds. The complaints had
originated with Secretary of the Interior Ickes, in charge of the Public Works
Administration. The inquiry was pursued and the results submitted June 10, 1936, to
the President, who immediately referred the report to the Attorney General “for
appropriate action.” The three projects involved were the Triborough Bridge at New
Y ork City, aharbor project at Miami, Fla.,, and an ocean terminal at Morehead City,
N. C.

The Commission found that the bids were identical because the bidders had
continued to formulate delivered prices under the basing point system as set out inthe
N. R. A. Code and that the industry had adopted aformal resolution to carry Oil under
the code after the Supreme Court had held such codes unenforceable. The bidders not
only admitted that the basing point system was the reason for their identical delivered
prices, but the Commission was ableto confirm the admission by breaking down those
pricesinto their constituent el ements and accounting for the identity of each element.
There are only five domestic producers of steel sheet piling, two of then being
subsidiaries of the United States Steel Corporation. The other three are Bethlehem
Steel Corporation, Inland Steel Co., and Jones & Laughlin Steel Corporation.

The report demonstrated that the basing point system on steel sheet piling isin
essence in asingle basing point system over large aress,
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with Pittsburgh governing most of the eastern section of the country and Chicago
governing most of the west. When mills in one area sell into the area governed by
another basing point, they must abide by the price of the other basing point, even
though it is higher than their own. When selling piling in the higher price territories
governed by Chicago and Buffalo, this requirement applies to Pittsburgh. The report
discloses that identity of delivered prices on steel products generally is preserved to
fractions of atenth of a cent by elaborate formulae worked out by committees of the
American Iron and Steel Institute. In one case, a bidder was 12 cents below his
competitors on a $60,000 Government order for pipe, because he carried out the
delivered price to three decimal places instead of two. When discovered, such
loopholes were stopped by special provisions.

In answer to the President’ sinquiry whether the prices quoted on steel sheet piling
in the three cases investigated were “fair and reasonable’, the Commission reported
that an affirmative answer could not be given. It pointed out that a price which isfair
and reasonable for one producer tested by ability to provide earnings on its
capitalization or on its actual investment may be wholly inadequate for another
producer and excessive for a third. The report illustrated this by an analysis of the
different earnings on capitalization of the several piling producers. In this connection,
it was brought out that although heavily over capitalized, the United States Steel
Corporation built up ahuge surplusfromthelevel of pricesmaintained for many years.
While the price level since the depression has provided that corporation inadequate
earnings on its capitalization, it has provided adequate earnings for some of its
competitors. Nevertheless, that corporation is the acknowledged price leader of the
industry. Thereport also presented anumber of other reasonsthat would preclude any
affirmation of the fairness and reasonableness of the prices on sheet piling. Among
them was that it would be inadmissible as a matter of public policy to consider the
fairness and reasonableness of a price fixed in violation of law.

The report stressed the broader social and economic significance of the conditions
typified by the collusive bidding on sheet piling. It pointed out that the entire price
structure of theiron and steel industry was the result of an elaborate concert of action
among supposedly competing interests amid that other important industries were
similarly organized. The cement industry, closely allied with steel and withitslargest
producer a subsidiary of the United States Steel Corporation, uses a basing point
system similar to that of the steel industry. A prominent cement manufacturer, in
writing an officer of his trade organization, characterized as “sheer bunk and
hypocrisy” the contention that the system is an expression of free competi-
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tion. He further stated that the cement industry “must systematically restrain
competition or be ruined.”

The report made reference to Secretary Ickes' recent testimony before the Senate
Committee on Interstate Commerce that during the 9-month period immediately
subsequent to the codes, his department had received identical bids on 48 different
commodities and in 257 instances, and that as a result the Federal statute requiring
awards to be made on the basis of competitive bids, had been nullified. The
Commission reiterated statements made in a prior report as an epitome of the issue:

If the capitalistic system does not function as acompetitive economy, therewill beincreasing
question whether it can or should endure. The real friends of capitalism are those who insist on
preserving its competitive character.

TEXTILE INDUSTRIES

REPORT, WHEN COMPLETED, WILL EMBRACE PERIOD OF 1938-JUNE 30,
1936

Origin of theinquiry.--The Commission’ s textile inquiry was undertaken pursuant
to an Executive order of September 26, 1934, which directed the Commission to
investigate and report onthelabor costs, ratesof return, and investments of companies
in thetextile industriesin order to show what effect increased wages or shorter hours
might have on suchindustries, and to make publictheresults. The Commission limited
itsinquiry to the spinning (throwing for silk), weaving, and finishing of cotton, wool,
silk, and rayon yarns and woven goods and the manufacture of thread, cordage, and
twine.

On January 25, 1935, the President requested the Commission to Continue the
investigation to cover the last 6 months of 1934, and later, its continuance was
authorized by an appropriation so as to include 1935 and the first 6 months of 1936.

Reports issued.--Textile Industries, Part 1, Investment and Profit, a preliminary
summary report covering 765 companies, was made public as of December 31, 1934.
Reports based on data furnished by these 765 companies for specified periods from
January 1, 1933, to August 31, 1934, were issued during the fiscal year ending June
30, 1935. These reports were as follows: Part 2, Cotton Textile Industry; Part 3,
Woolen and Worsted Textile Industry ; Part 4, Silk and Rayon Textile Industry ; Part
5, Thread, Cordage, and Twine Industries ; and Part 6, Tabul ations Showing Financial
and Operating Results According to Ratesof Return on Investment, Ratesof Net Profit
or Loss on Saes, and Amount of |nvestment.

Duringthefiscal year ending June 30, 1936, areport based on information furnished
by 1,059 companies covering the four 6-month periods from the beginning of 1933 to
the end of 1934 wasissued in four parts. Thetitles of these parts are:
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Part 1.--The Cotton Textile Industry in 1933 and 1934.

Certain tabulations made at the suggestion of the Cabinet Committee on Textiles
showing analysis of operating resultsin 1933 and 1934, grouped by type of product,
size of textileinvestment, rate of return on textile investment, and by profit or losson
sales, of 108 cotton spinning companies, and for 296 compani es manufacturing cotton
woven goods.

Part 2.--The Woolen and Worsted Textile Industry in 1933 and 1934.

Part 3.--The Silk and Rayon Textile Industry in 1933 and 1934.

Part 4.-The Thread, Cordage, and Twine Industriesin 1933 and 1934.

The first two parts of a study based on data furnished by 1,188 companies for the
first half of 1935 were issued during the fiscal year ending June 30, 1936. The third
part was practically completed at the end of the fiscal year. The titles of these parts
are:

Part 1.--The Cotton Textile Industry in the First Half of 1935 (including Thread,
Cordage and Twine).

Part 2.--The Woolen and Worsted Textile Industry in the First Half of 1935.

Part 3.--The Silk and Rayon Textile Industry in the First Half of 1935.

In addition to the foregoing, preliminary reports based on information furnished by
582 cotton textile companies for the first half of 1935 and by 257 cotton textile
companies for the 6-month period ending December 31, 1935, were released as of
March 19 and April 10.

As rapidly as these parts were completed, copies were forwarded to the President,
the Cabinet Committee on Textiles consisting of Hon. Henry A. Wallace, Secretary of
Agriculture; Hon. Frances Perkins, Secretary of Labor; Hon. Cordell Hull, Secretary
of State; and Hon. Daniel C. Roper, Secretary of Commerce ; the Labor Advisory
Board, and other interested Government officials, textiletrade associations, and |abor
executives, and made available to the public. Further reports to be made public later
will cover the period up to and including June 30, 1936.

The report for the first half of 1935 introduced tables showing separately the unit
cost of labor, fuel and power, dyes and chemicals, property taxes, depreciation, gain
or loss on commodity exchange futures, processing tax, raw material, cost of selling
and bad debts, paymentsto officersand directors, and other general and administrative
expenses, for each pound or square yard of goods sold. These unit costs are shown for
only alimited number of companiesin each branch of thetextileindustries, dueto the
fact that the majority of the companies manufacture two or more general types of
product, and the separation of mill cost for different kinds of goods manufactured in
the same plant is a very difficult cost accounting problem.
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Due to these cost accounting difficulties, the textile manufacturers were not
requested to furnish cost data or selling prices for different types of goods
manufactured. Consequently, it wasimpossibleto show unit cost where two or more
different types were produced.

Ratios of cost for groups of companies manufacturing the same classes of goods,
grouped by size of investment, rate of return on textile investment, and by profit or
loss on sales are shown in appendix tables of the textile reports.

ELECTRIC AND GASUTILITIES
INVESTIGATION CONCLUDED AS OF DECEMBER 31, 1935

The electric and gas utility inquiry, begun under Senate Resolution No.83,
Seventieth Congress, first session, introduced by the late Senator Walsh, of Montana,
and continued under Senate Joint Resolution 115, Seventy-third Congress, second
session, was concluded at the close of the calendar year 1935.

Theaccounting examination of €l ectric and gasutility companiescovered thegrowth
of capital assets and capital liabilities, methods of issuing securities, including
payments of commissions, fees, bonuses, etc., and the relations between electric and
gasholding companiesand subsidiary operating, construction, andfinancecompanies.

A study was also made of servicing and other contracts between the holding
companies and operating utilities, of syndicate operationsin which company officials
were active, and engineering and economic surveys were made of the physical
propertiesand operationsof producing, pipe-linetransportation, and distribution com-
panies and systems.

During the inquiry, the Commission’s accountants, engineers, and economists
examined 29 holding companies having total assets of $6,108,128,713, adso 70
subholding companies with total assets of $5,685,403,201, and 278 operating
companies with total assets of $7,245,106,464. In many cases an examination
involved numerous predecessor companies.

Testimony and reports printed as exhibits on the financial and economic phases of
the electric and gas utilities industries are printed in 64 volumes with a total of
approximately 52,000 pages. In addition, three volumes of summary reports, and an
index to volumes 21-45, inclusive, have been published.

PUBLICITY AND PROPAGANDA ACTIVITIES

The Senate resolution under which the investigation was conducted said:
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The Commissionisfurther empowered to inquire and report whether, and to what extent, such
corporations or any of the officers thereof or any one in their behalf or in behalf of any
organization of which any such corporation may be a member, through the expenditure of
money or through the control of the avenues of publicity, have made any and what effort to
influence or control public opinion oil account of municipal or public ownership of the means
by which power is developed and electrical energy is generated and distributed, or since 1923
toinfluence or control elections: Provided, That the elections herein referred to shall be limited
to the elections of President, Vice President, and Members of the United States Senate.

Pursuant thereto, the Commission

(1) Investigated mid reported upon the publicity and propaganda activities and expenditures
of the various associations and committees of the electric and gasindustries. The record of this
part of the investigation is practically al contained in vols. 1 to 20, inclusive, with
accompanying volumes of exhibits. The report oil this phase is printed as part.71--A, and the
index to these volumesiis printed as part 72-A.

(2) Investigated and reported on the publicity and propagandaactivities and expenditures of
thevariousgroupsand companies. These activitieswere carried on either in connectionwith the
associ ationsand Committees, or separately, and areadditional to thosereported onin part 71-A.
The records of these activities and expenditures are printed throughout the various volumes, in
connection with the reports on the financial structure. Thereport on this phaseis printed as part
81A. This volume also contains an index to the publicity and propaganda material found iii
vols. 21 to 84, inclusive.

RECORD OF INVESTIGATION EMBRACES 94 VOLUMES

Therecord of theinvestigation embraces 94 printed volumes, of which 84 comprise
testimony and exhibits, * 4 of which are summary reports, 1 isafinal report, 1isa
combined final report on publicity and propagandawith index, 2 are appendixes, and
2 areindexes.

Printed as part of the series known as Utility Corporations, Senate Document 92,
Seventieth Congress, first Session, the summary, final, appendix, and index volumes
are asfollows:

Title Vol. no.
Summary report: Compilation of proposals and views for and against Federal incorporation
and licensing of corporations and compilation of State constitutional, statutory, and case law
concerning corporations with particular attention to public-utility holding and operating

companies 69-A.
Summary report: Efforts by associations and agencies of electric and gas utilities to influence

public opinion 71-A
Index of association publicity and propaganda and index of namesin parts | to 20, inclusive;

and accompanying exhibit volumes 71-B
Summary report: Economic, financial, and corporate phases of holding and operating companies

of electric and gas utilities 72-A

Summary report: Holding ami operating companies of electric and gas utilities. Survey of State

laws and regulations, present extent of Federal regulation, and the need of Federal legidation,

conclusions and recommendations and legal studies in support thereof 73-A
Index to testimony In parts 21 to 45, numerical list of exhibitsin parts 21 to 45, index of exhibits

in parts 21 to 45 index to record on company publicity and propaganda-parts 21 to 45,

inclusive. 77-A
Report on publicity and propaganda activities by utilities groups and companies, with index 81-A



Final report en economic, corporate, operating, and financial phases of the natural-gas-

producing, pipe-line, and utility industries, with conclusions and recommendations 84-A
Legal appendixesto no. 84-A 84-B
Economic appendixes to no. 84-A 84-0

1 Volume 84 was in press at the time of publication of tills report.
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INDEX TO ELECTRIC AND GASREPORTS

Thefirst section of the index of the reportsin utility corporations, embracing parts
(volumes) 21 to 45, was received from the printer during the fiscal year. This is
included in part 77-A.

The second section of the index, comprising parts 46 to 70, inclusive of the public
utility reports, was completed. These indexed volumes total about 22,000 pages of
accounting and other reports and testimony thereon. The index covers about 800
subjects and on these subjects some 200,000 references are made.

Upon completion of parts 46 to 70, work on the third and final section of the index
was undertaken. This section will include parts 71 to 84, inclusive, and will cover
about 11,000 pages.

During thefiscal year, hearingswere held at which reports concerning thefollowing
companies or subjects were placed in the record:

COMPANIES CONCERNING WHICH HEARINGSWERE HELD

Vol- Vol.
Company ume of Company ume of
record 1 record 1
Almout Pipe Line Co., Ltd. (Canada) 84 Georgetown Gaslight Co. (principally
Amere Gas Utilities Co 84 manufactured gas) 84
Appalachian Gas Corporation 84 Granite Trading Corporation (formerly
Appalachian Management & Engineering G. L. Ohrstrom & Co., Inc.)
Corporation 84 Granite Trading Corporation (formerly
Aspen Mountain Gas Co 84 G. L. Ohrstrom &Co., Inc.) 81
Atlantic Seaboard Corporation 83 Home Gas Co 84
Binghamton Gas Works 84 Hope Natural Gas Co 84
Bowdoin Holding Co 84 Hope Producing Co 83
Bowdoin Utilities Co 84 Hope Producing Co 84
British thermal unit content of natural gas Houston Gas & Fuel Co 83
(Relative Usefulness of Different Heat- Houston Gulf Gas Co 83
ing Values) 81 Hutcherson Pipe Line & Gas Co 84
Canadian River Gas Ca 82 Inland Gas Corporation (indentures) 84
Central Hanover Bank & Trust Co 84 Interstate Natural Gas Co., Inc 84
Central States Gas Utilities Co 84 Iroquois Gas Corporation 84
Cities Service Co. (vol. 1) 83 J.D. Judd & Co 84
Cleveland municipal system 81 Kansas Pipe Line & Gas Co 84
Colorado Interstate Gas Co 82 Kansas Power & Light Co 84
Colorado Interstate Gas Co. (testimony) 84 Kentucky Fuel Gas Corporation (inden
Columbia Engineering Corporation 82 tures) 84
Columbia Engineering & Management Kentucky Gas Transmission Corporation 84
Corporation 82 Kentucky-West Virginia Gas Co 83
Columbia Natural Gas Co 84 Keystone Gas Co., Inc 84
Commonwealth Gas Corporation 84 Keuka Construction Co 84
Commonwealth Gas Systems, Inc. (man. Kingman Gas Co 84
agement 84 Liberty Gas Co 84
Commonwealth & Southern group (pub- Lone Star Gas Co 84
licity and propaganda material) 79 Lone Star Gas Corporation group 80
Community Natural Gas Co 84 Lone Star Gas Corporation system (engi-
Connecting Gas Co., The 84 neering) 84
Consolidated Utilities Co 84 Lycoming Producing Co 84
County Gas Co 84 Lycoming United Gas Corporation 84
Dallas Gas Co., The 84 Maryland Gas Transmission Corporation] 84
Dallas Gas Corporation 84 McPherson Gas Co 84
East Ohio Gas Co 83 McPherson Oil & Gas Development Co.] 84
El Paso Natural Gas Co 84 Memphis Natural Gas Co 84
El Paso Gas Utilities Co 84 Minot Gas Co 84



Western Gas Co 84 Minnesota Northern Power Co

Equitable Gas Co 83 Mississippi River Fuel Corporation

Federal Water Service Corporation (G. L. Missoula Gas & Coke Co
Ohrstrom group) 81 Missouri-Kansas Gas Co

Fidelity Gas Co 84 Missouri-Kansas Pipe Line Co.

Gas Corporation of Concordia 84 Montana Cities Gas Co

Gas Development Co 84 Montana-Dakota Power Co

Gas Lands Co 84 Montana-Dakota Utilities Co

Gas Utilities Co 84 Montana Petroleum Co

1 Utility Corporations, S. Doc. 92, 70th Con g., 1st seas.
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COMPANIES CONCERNING WHICH HEARINGS WERE HEL D--Continued

Vol- Vol.
Company ume of Company ume of
record 1 record 1
Mountain Fuel Supply Co 84 Reserve Gas Co 84
National Fuel Gas Co 84 River Gas Co 84
Natural Gas Distributing Co 84 San Antonio Public Service Co 84
Nebraska Natural Gas Co 84 Shale Gas Corporation 84
New York State Natural Gas Corporation. 84 Southern Gas Co 83
Niagara Hudson group (exhibits of min Southern Gas & Fuel Co 83
utes of various companies) 79 Southern Gas & Fuel Co. Re: New Orleans
North American Light & Power Co. Public Service Co. contract 84
(gathering system) 84 Southern Gas Utilities, Inc 83
North American Oil & Gas Co. 84 Standard Gas & Electric Co. (interstate
North American Pipe Line Co 84 statistics 84
Northern Natural Gas Co. and subsidi- Tatloyd Oil & Gas Co 84
aries 81 Texas Interstate Pipe Line Co 84
Northern Natural Gas Co 83 Uinta Pipe Line 84
Northern Natural Gas Development Co. 84 United Gas Corporation 83
Northern Texas Utilities Co 83 United Gas Public Service Co 83
Northwest States Utilities Co 81 United Natural Gas Corporation 84
Ogden Gas Co 84 United Power & Light Corporation 84
Ohio Edison Co. (Commonwealth & United Production Corporation 83
Southern Group) 79 Utah Gas & Coke Co 84
Oklahoma Natural Gas Co 83 Utilities Power & Light Corporation
Oklahoma Natural Gas Corporation 84 (schedule E) 81
Panhandle Eastern Pipe Line Co 84 Virginia Gas Distributing Corporation 84
Pan handle Illlinois Pipe Line Co 84 Virginia Gas Transmission Corporation 84
Peoples Gas Co 84 Wasatch Gas Co 84
Peoplesce & Fuel Co 84 Washington Gas Light Co. (principally
Peoples Natural Gas Co 84 manufactured gas) 84
Pittsburgh & West Virginia Gas Co. 83 Western Gas Co 84
Power, Gas & Water Securities Corpora- Western Pipe Line & Gas Co 84
tion (G. L. Ohrstrom group) 81 Western Public Service Corporation 84
Public Service Co. of Kansas 81 Wibaux Gas Co 84

Relative Usefulness of Different Heating
Values (B. t. u. content of natural gas) 81

FINAL REPORT ON NATURAL GASINDUSTRY

Thework during the last 6 months of the inquiry was confined to the completion of
the examination of companies engaged in the natural gas business, and in the
preparation of afinal report on the natural gas industry.

This report was submitted to Congress December 31, 1935, and summarized the
principal facts developed in this part of theinquiry.

This report described the growth and importance of the natural gas industry;
economic aspects of exploitation, waste, and conservation; technical problems of the
industry, including field conditions affecting the installation and operation of natural
gas Supply systems and building and devel opment of transportation systems of natural
gas, and the marketing of natural gas.

It also described the purchasing policies and practices of the large natural gas pipe
line companies and groups ; presented prices paid to or charged producers,
distributors, and Consumers; and summarized the facts in respect to the form,



structure, and practices of holding companies, and their competitive relations. In the
report were set forth in detail the growth of assets of principal natural gas holding
company groupsand information concerning growth of capital liabilitiesand financing
methods of natural gas production, transmission, and distribution companies.
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The report also presented in detail an analysis of income, expenses, and surplus of
|arge gascompani es; informati on concerning the servicing and servicing arrangements
of representative gas utility systems, and gave a description of the physical properties
and operating characteristics of typical natural gas transmission companies.

Another feature of the Commission’ s summary report on the Economic, Corporate,
Operating, and Financial Phases of the Natural-Gas Producing, Pipe-Line, and Utility
Industrieswith Conclusions and Recommendations, was a series of maps showing, as
of 1934, the principal natural-gas producing areas of the United States ; the principal
natural-gas pipe lines of the important natural-gas companies, and detailed system
maps for 18 large natural -gas pipe line company groups.

PRINCIPAL ABUSESIN GASINDUSTRY LISTED

Included in the report were a summary of facts and a survey of the legal situation
respecting the natural-gasindustry. The principal abusesin theindustry disclosed by
the investigation were summarized in the final report as follows:

(1) Great waste of natural gasin production.

(2) Excessive cost of natural-gas production through extravagant competition in
drilling wells.

(3) Unregulated monopolistic control of certain natural-gas production areas.

(4) Unregulated control of pipe-line transmission and of whole-sale distribution.

(5) Discrimination in some instancesin field purchases of natural gas, and refusals
to purchase from independent producers.

(6) Unregulated competition in building natural-gas pipe lines to markets.

(7) Costly struggles between rival natural-gas interest to conquer or defend
territories of distribution.

(8) Excessive and inequitable Variations in city gate rates for natural gas among
different localities.

(9) Pyramiding investments in natural-gas enterprises through holding companies,
with attendant evils.

(10) Excessive profitsin many natural-gas sal es between affiliated companies.

(11) Inflation of assets and stock watering of certain natural-gas companies.

(12) Misrepresentation of financial conditions, investments, earnings, and so forth,
of some natural-gas operating and holding companies
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(13) Reckless financing and stock manipulation by certain natural gas holding
companies.

(14) Exploiting subsidiary natural-gas companies through fees for construction,
management, promotion, and so forth.

(15) Exaction of excessive bonuses or commissions by investment bankers in
connectionwithfinancial transactionswith natural-gascompaniesin certaininstances.

(16) Exaction of excessive fees and bonuses or commissions by officials of certain
companies in connection with sales and construction of properties.

PETROLEUM DECREE INVESTIGATION

Pursuant to duty imposed upon and the power granted to it under Section 6 (c) of the
Federal Trade Commission Act and at the request of the Attorney General made April
16, 1936, the Commission is conducting an investigation for the purpose of
determining the manner in which a consent decree entered in the case of the Gov-
ernment against certain Pacific coast oil companies, has been observed.

The decree in guestion was entered under date of September 15, 1930, perpetually
enjoining and restraining some 19 companiesand 1 individual operating primarily on
the Pacific coast from conspiring to monopolize and restrain interstate trade and
commerce in the manufacture, transportation, or sale of gasoline in violation of the
Sherman Antitrust Act.

A staff of attorney-examiners and accountants has been assigned to the task of
developing the facts and gathering information with respect to the activities and
practices of the concerns involved.

PRICE BASES
ZONE-PRICE FORMULA IN THE RANGE BOILER INDUSTRY

On March 30, 1936, the Commission transmitted to the two Houses of Congress a
report on the zone-price formulain the range boiler industry, one of aseriesof studies
made by the Commission to ascertain the part that transportation charges play in the
making of delivered and shipping point prices.

The study disclosed that thereisinvolved in the making of pricesin therange boiler
industry under the zone-price formula the application of the basing-point principle,
whichisunder scrutiny in other industries. By arecent examination of price schedules
for the more important manufacturers for the period from 1932 to March 1936, it was
ascertained that the industry was quoting prices and termswhich continued the system
of making prices by the zone-price
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formulafound to be prevailing in the earlier period of the Commission’sinquiry.

Theindustry’ spricing system sets up three zones: Zone A comprising all States east
of the Mississippi River ; zone B, those west of the Mississippi River except the
Pacific Coast States ; and zone C the Pacific Coast States. For destinationsin zone A
the published delivered price is uniform, 1. e., the price is f. 0. b. plant full freight
allowed. For all other destinationsthe same published priceisapplicablebut with only
partial freight allowances. Since the zones are alike for all manufacturers and the
gateway pointsfrom which allowancesin zones other than A are calculated are alike,
published delivered prices for any given destination are alike for all manufacturers,
provided only the published prices for zone A and other terms of sale are alike.

For a large part of the 6-year period for which detailed price data were obtained
ending in 1932 the published delivered prices of the large manufacturers were almost
identical, and during thelast 3 yearsof thisperiod when few changeswere being made
in the published price lists there was comparatively little secret price-cutting in the
form of special discounts off these published lists.

The proportion of shipments made by one plant into the territory where other plants
have an advantage over it in freight costs is, under this system, large. Such cross
shipments were shown for the year 1929. Their significance lies in these facts: That
the boilers are competitively of the same type and the type most largely manufactured
; that the shipments of 1929 were typical of other years ; and that the freight is a
considerable element of the delivered price.



PART Il GENERAL LEGAL WORK

DESCRIPTION OF PROCEDURE

LEGAL INVESTIGATION

CONSOLIDATIONS AND MERGERS

CASES SETTLED BY STIPULATION

REPRESENTATIVE COMPLAINTS

ORDERS TO CEASE AND DESIST

TYPES OF UNFAIR COMPETITION

CASESIN THE FEDERAL COURTS

TABULAR SUMMARY OF LEGAL WORK

41



PART Il. GENERAL LEGAL WORK
DESCRIPTION OF PROCEDURE

A case before the Federal Trade Commission may originate in any one of several
ways. The most common origin isthrough complaint by aconsumer, acompetitor, or
from public sources other than the Commissionitself. However, the Commission may
initiate an investigation to determineif the laws administered by it are being violated.

No formality is required for anyone to make application for acomplaint. A letter
setting forth the facts in detail is sufficient, but it should be accompanied by all
evidence in possession of the complaining party in support of the charges made.

INFORMAL PROCEDURE

When an application for complaint is received, the Commission, through its chief
examiner, considers the essential jurisdictional elements. Under section 5 of the
Federal Trade Commission Act it must be shown that a, proceeding involvesthe use
of an unfair method of competition in commerce and that such proceeding “would be
to the interest of the public.” The provisions of section 5 are also extended to foreign
trade of American exporters by the Export Trade Act. Sections 2, 3, 7, and 8 of the
Clayton Act make unlawful, under the circumstances therein set forth, discrimination
in price, tying and exclusive-dealing contracts, agreements, or understandings,
corporate acquisitionsof stock in competing companies, and interlocking directorates.
The Federal Trade Commission, the Interstate Commerce Commission, the Federal
Communications Commission, and the Federal Reserve Board are empowered to
enforce compliance with such sectionsin the respective fields of those agencies.

It must also appear that the practice complained of is one over which the Federal
Trade Commission has jurisdiction. Frequently it is necessary to obtain additional
databy further correspondence or by apreliminary field investigation before deciding
whether to docket an application for complaint.

When an application for complaint has been docketed, it is as-signed by the chief
examiner to an attorney for investigation. Theinvestigation isthen made and the facts
regarding the matter are

99567---36-----4 43
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developed. The attorney to whom the application is assigned interviews the party
complained against, advising of the charges, and requesting the submission of such
evidence as the party complained against may desire to offer in defense or in
explanation. In making an investigation it is not the policy of the Commission to
disclose the identity of the complainant. If necessary, competitors of the respondent
are interviewed to determine the effect of the practice from a competitive viewpoint.
It is often desirable to interview consumers for the purpose of developing facts to
assist in determining whether the practice aleged constitutes an unfair method of
competition and also to establish the requisite public interest.

After developing the facts from all available sources, the examining attorney
summarizes the evidence in areport, reviews the law applicable thereto, and makes
recommendations as to what action the Commission should take.

The entire record is then reviewed by the chief examiner, and, if found to be
complete, is submitted, with a brief statement of facts and his conclusions and
recommendations, to the Commission for its consideration. The chief examiner may
recommend: (1) Dismissal of the application and closing of the case for lack of
evidence in support of the charge or for the reason that the practice does not violate
any law over which the Commission hasjurisdiction, or (2) closing of the application
upon the signing by the respondent of a stipulation of the facts and an agreement to
cease and desist from the unlawful practice as charged, or (3) issuance of formal
complaint.

If, after consideration of the chief examiner’s recommendations, the Commission
decidesthat formal complaint should issue, the caseistransmitted to the chief counsel
for preparation of formal complaint andtrial of the case. Or, if the Commission should
direct stipulation, the caseisreferred to the chief trial examiner for negotiation of such
agreement.

Casesinvolving unfair methodsof competition are, in someinstances, referredtothe
director of trade-practice conferences for report in lieu of formal complaint if they
relate to an industry which has had or which contemplates having a trade-practice
conference for consideration of the unfair practices in point.

All proceedings prior to issuance of formal complaint or publication of astipulation
are confidential.

FORMAL PROCEDURE
Only after most careful consideration of the facts and evidence developed by the

investigation does the Commission issue a complaint. The complaint and the answer
of respondent thereto and subsequent proceedings are a public record.
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A complaint is issued in the name of the Commission acting in the public
interest. It names arespondent and charges aviolation of law, with a statement
of the charges. The party complaining to the Commission is not a party to the
formal complaint issued by the Commission, nor does the complaint seek to
adjust matters between parties; rather, the prime purpose of the proceedingsis
to prevent, for the protection of the public, those unfair methods of competition
forbidden by the Federal Trade Commission Act and those practices prohibited
by the Clayton and Export Trades Acts.

The Commission’s rules of practice and procedure provide that in case the
respondent desires to contest the proceedings he shall, within 20 days from
service of the complaint, file with the Commission an answer to the complaint.
The rules of practice also specify a form of answer for use should the
respondent decide to waive hearing on the charges and not contest the
proceeding.

Under therulesof practice, “failure of therespondent to fileanswer withinthe

time* * * provided and failureto appear at the fixed time and place of hearing
shall be deemed to authorize the Commission, without further hearing or notice
to respondent, to proceed in regular course on the charges set forth in the
complaint and make, enter, issue, and serve upon respondent findings of fact
and an order to cease and desist.”
In a contested case the matter is set down for taking of testimony before atrial
examiner. Thismay occupy varying lengths of time, according to the nature of
the charge or the availability and number of witnessesto be examined. Hearings
are held before a member of the Commission’s staff of trial examiners, who
may sit anywhere in the country, the Commission and the respondents being
represented by their respective attorneys.

After thetaking of testimony and the submission of evidence on behalf of the
Commission in support of the complaint, and then on behalf of the respondent,
the trial examiner prepares a report of the facts for the information of the
Commission, counsel for the Commission, and counsel for the respondent.
Exceptions to the trial examiner’s report may be taken by counsel for either
side.

Within a stated time after the trial examiner’ sreport is made, briefs arefiled,
and the case is set for final argument before the Commission. Thereafter the
Commission reaches a decision sustaining the charges made in the complaint,
or dismissing the complaint, or closing the case.

If thecomplaint is sustained, the Commission statesitsfindings asto thefacts
and conclusion that the law has been violated, and thereupon an order isissued
requiring the respondent to cease and desist from such violation.
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If the complaint is dismissed or closed, an appropriate order is entered.
An order to cease and desist is the Commission’s final step in its legal
procedure, except in cases which are taken to court.

CASESMAY BE TAKEN TO FEDERAL COURTS

No penalty isattached to an order to cease and desist as such, but arespondent
against whom it isdirected isrequired within aspecified time, usually 60 days,
to report in writing the manner in which the order is being obeyed. If the
respondent failsto obey an order, the Commission may apply to aUnited States
Circuit Court of Appeals for enforcement of its order, and failure to obey the
court’ senforcement order may result in the respondent being held for contempt
of court and subjected to the consequent penalty of fine or imprisonment, or
both. Also the respondent may petition for review. The statute provides that
“such proceedings in the Circuit Court of Appeals shall be given precedence
over other cases pending therein, and shall be in every way expedited.” The
circuit court has power to affirm, modify, or set aside an order of the
Commission, but either party may apply to the United States Supreme Court for
awrit of certiorari, through which, if granted, there may be obtained areview
of the decision and judgment of the court of appeals and final adjudication of
the matter at issue.

LEGAL INVESTIGATION
PRELIMINARY INQUIRIESPRIOR TO FORMAL COMPLAINT

Thelegal investigational work of the Commission isdirected and supervised
by the chief examiner, and includes the investigation of applications for
complaint preliminary to formal action for the correction of unfair methods of
competition or other unlawful practices under the laws administered by the
Commission.

At thebeginning of thelast fiscal year there were pending for investigation by
the chief examiner’s staff 391 applications for coin-plaint in preliminary or
undocketed cases of alleged unfair methods of competition.® During the fiscal
year, investigation was made in 903 such cases. At the close of the fiscal year,
there were pending for investigation 324 such applications for complaint.

Of the preliminary investigation cases, 256 were docketed after complete
investigation, and 24 were docketed for further investigation, as regular
Commission applications for complaint. With 220

1 Statistics showing the number of Commission cases handled by the chief examiner’s staff do not
include cases of false and misleading advertising investigated by the special board of investigation.
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Commission applicationspending at the beginning of theyear and 671 docketed
for investigation without preliminary work, the total of applications docketed
for investigation was 915. There were disposed of during the year 632 such
applications, leaving 283 cases still pending at the close of thisfiscal year.

Thus the Chief Examiner’s Division during the fiscal year completed 1,535
investigations of preliminary and docketed applications for complaint alleging
unfair methods of competition.

Severa attorneys on the chief examiner's staff usually assigned to the
investigation of applicationsfor complaint were engaged during the year on the
milk investigation which was begun near the close of the preceding fiscal year
pursuant to House Concurrent Resolution No. 32, Seventy-third Congress,
second session. Also severa members of the staff were engaged during a
portion of theyear on theagricultural incomeinquiry pursuant to Public Resolu-
tion No.61, Seventy-fourth Congress, and the petroleum decree inquiry being
made at the request of the Attorney General.

The Chief Examiner also conducts, by direction of the Commission or on
request of other units of the Commission, supplementa investigations (1) in
matters originating with the Special Board of Investigation (relating to falseand
misleading advertising) ; (2) where additional evidence is necessary in
connection with formal complaints; (3) where it appears or is charged that
cease-and-desist orders of the Commission are being violated, and (4) whereit
appearsor is charged that stipulations entered into between the respondent and
the Commission wherein the respondent agreed to cease and desist from certain
unfair competitive practices are not being observed in good faith.

The legal investigation work of the Commission is directed from its central
officein Washington and conducted through that office and four branch offices,
located at 45 Broadway, New Y ork City; 433 West Van Buren Street, Chicago
; 544 Market Street, San Francisco ; and 801 Federal Building, Sesttle.

CONSOLIDATIONS AND MERGERS
CASES ARISING UNDER SECTION 7 OF THE CLAYTON ACT

The Commission and the Department of Justice have concurrent jurisdictionin the
enforcement of section 7 of the Clayton Act which, in substance, makesit unlawful for
a corporation to acquire capital stock in a competing corporation, or for a holding
company to acquire capital stock of two or more corporations competing with one
another, where the effect of such acquisitions may be to substantialy lessen
competition between the corporations involved, restrain commerce in any section or
community, or tend to create a monopoly
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of any lineof commerce. Thissection, however, doesnot prevent consolidations
or mergers of competing corporations brought about by the acquisition of the
physical assets of such competing corporations. Because of this fact, the
Commission has recommended that section 7 of the Clayton Act be amended
so asto prohibit the acquisition or consolidation of assetsto the same extent that
stock acquisitions and consolidations are prohibited, and on the same ground.
Reorganizations, acquisitions, etc.--With respect to acquisitions,
consolidations, and mergersduring theyear, there was someincreasein activity
in thisfield over the prior year. Among important developments were efforts
relating to reorganization of large corporations on a basis of ssimplifying
corporate set-up with aview to effecting economies in income taxes under the
Internal Revenue Act of 1934, as amended by the act of August 30, 1935.
Therewas also considerableactivity in effecting reorganization under section
77-B of the Bankruptcy Act of the United States with a view to avoiding
liquidation of propertiesand businesses. Under section 77-B of the Bankruptcy
Act, it is possible for reorganizing interests to transfer al or any part of the
property to competing corporations, or effect a consolidation by way of
exchange of stock without violating section 7 of the Clayton Act. During the
year, two important acquisitions were effected under section 77-B of the Bank-
ruptcy Act which received the consideration of the Commission but whichwere
filed without docketing because it appeared that such acquisitions were legal
under the statutes. Oneinvolved acquisition by the Goodyear Tire& Rubber Co.
of the assets of the Kelly Springfield Tire Co., and the other the acquisition by
National Gypsum Co. of the stock and assets of Universal Gypsum & Lime Co.
Cases acted on and those pending at close of year.--A survey of the
Commission’ swork disclosesthat at the beginning of thefiscal year there were
pending before the chief examiner’ sdivision 7 preliminary inquiriesinvolving
acquisitions, consolidations, and mergers ; 39 new inquiries were instituted
during the year; 12 inquiries were pending at the close of the year, and 34
inquiries were disposed of during the year. The chief examiner recommended
that all of these 34 matters be closed without docketing and that 2 be referred
to the Department of Justice for further consideration under the Sherman Act.
Four of the 34 matters closed without docketing pertained to proposed
acquisitions, consolidations, or mergers which failed of consummation; 1
involved internal reorganization ; 16 involved acquisition of assets, and 13
involved acquisition of capital stock.
The 16 matters involving acquisition or merger of assets were filed without
docketing because of the Commission’s lack of jurisdiction.
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Twelve of the thirteen mattersinvolving the acquisition of capital stock were
filed without docketing because the acquisition did not result in a substantial
lessening of competition, restraint of trade, or tendency toward monopoly, and
the 13th was so filed because the capital stock acquisition was not effected by
acorporation but by individuals identified with competing interests and under
circum stances designed to circumvent the provisions of the law.

In 8 of the 13 matters involving the acquisition of capital stock and filed
without docketing, the products were non competitive; in 2 the products were
sold in noncompetitive territories, and in 7 the respective businesses of the
interests involved were noncompetitive.

During the year the Commission docketed two matters as applications for
complaint under section 7 of the Clayton Act; two were closed during the year,
and no applications for complaint were pending at the close of the year.

One complaint involving section 7 of the Clayton Act was pending before the
Commission at the beginning of the year; two were issued during the year; two
were dismissed during the year, and one was pending at the close of the year.

At the beginning of the year there was pending before the Commission a
complaint against the Van Kannel Revolving Door Co. of New York City,
allegedto haveacquired controlling stock in two competing companies, namely,
the Atchison Revolving Door Co., Independence, Kans., and Revolving Doors,
Inc., New York City. This complaint was dismissed during the year.

Complaints were issued during the year against Sterling Products,
Incorporated, of New York City, engaged through subsidiaries in the
manufacture and sal e of medicinesand pharmaceutical preparations, and against
Laird & Co., of Scobeyville, N. J., engaged in the manufacture and sale of
appleg ack brandy. The complaint against the Sterling Products Co. was pending
at the close of the year, while that against Laird & Co. had been dismissed.

No orders of divestiture of capital stock were issued during the year and no
section 7 Clayton Act matterswere pending in the courtsat the close of the year.

An order of divestiture had been issued against Vanadium-Alloys. Steel Co.,
of Latrobe, Pa, on February 3, 1934. Following appeal of the respondent
company respecting inability to dispose of the capital stock of Colonial Steel
Co., the Commission approved and entered during the year further orders
extending the time for the sale of such capital stock to October 6, 1936.
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CASESSETTLED BY STIPULATION

PROCEDURE PROTECTSTHE CONSUMER FROM UNFAIR PRACTICES

Analternativeto the Commission’ sformal complaint procedureinlegal cases
isthe stipulation procedure which is made availablein alarge number of cases.
It provides an opportunity for arespondent to voluntarily cease and desist from
an unfair practice by signing a stipulation to that effect.

This procedure accomplishes, economically and expeditiously, in cases to
whichitisadapted, the sameresult asacomplaint and order to cease and desist.
It also expedites and simplifies the Com-mission’s legal procedure, saves the
Government and therespondent the greater expenseof litigationincident totrial
of acomplaint, and makes possible the handling of alarge number of casesin
an expeditious way. The Commission believes this procedure protects the
American consumer from numerous unfair methods of competition.

It frequently happens that a violation occurs through ignorance, and that the
attention of the offender has only to be called to the fact to induce him to
discontinuethepractice. Instead of issuing aformal complaint, the Commission
grantsthe individual or corporation complained against an opportunity to sign
astipulation to cease and desist from the practices charged. If thisagreement is
signed, further action is suspended; if it is not signed, the case goesto trial. It
should be said, however, that whether a proposed respondent shall be given an
opportunity to sign astipulationisentirely within the Commission’ sdiscretion,
and that this opportunity is never given where violations are especially
malicious and to the serious injury of the public.

CASESAFFECT WIDE VARIETY OF BUSINESSES

Unfair trade practices discontinued asaresult of stipulationscompriseawide
variety of misleading representations affecting a large number of businesses.
These practices are usually of atype which can be readily corrected through
such a procedure. One of the most common practices appearing in these cases
isfor adistributor to advertise or otherwise make representations to the effect
that heis amanufacturer so asto induce the purchaser to believe that in trading
with such a distributor he is getting factory prices and saving a middleman’s
profit. This practice extends in similar application to many different lines,
sometimes to ajobber of fabrics or dress goods advertising itself as afactory,
or to acompany dealing in medicinal preparations calling itself a“laboratory”,
or acorrespondence school announcing itself asan “institute”, “university”, or



REPRESENTATIVE COMPLAINTS ol

service training bureau”, thereby implying untruthfully by the last designation
that it has a Government connection.

Other typical instances include: A knit-goods mill stipulating that it will no
longer designate garments composed only partly of wool as “100 percent pure
wool” or “100 percent virgin wool”; an importer of shoestrings agreeing not to
label them as*“ mercerized” unlessthey have actually gonethrough that process,
while the maker and seller of the shoes in which they are strung may be
stipulating that they will not be stamped for exampleas*“Dr. Brown” toindicate
untruthfully that they are designed according to special orthopedic standards
under a physician’s supervision, and so on.

Some firms have entered into stipulations to cease marking their domestic-
made productsasimported and othersto stop labeling their foreign-made goods
as “Made in U. S. A.”, the degree of misrepresentation depending on the
consumer preference and goodwill created for a domestic-made or a foreign-
made article.

The range of commodities mentioned in stipulation proceedings and other
legal proceedings before the Commission suggests a list almost as long and
varied as the material needs of humanity itself.

TOTAL NUMBER OF STIPULATIONS

Stipulationsin which variousindividual s and companies agreed to cease and
desist from unlawful practices charged were approved and accepted by the
Commission during the last fiscal year in 335 instances, in addition to 555
stipulations of a special class involving false and misleading advertising,*
making atotal of 890 stipulations approved and accepted during the year, or a
more than 100 percent increase over the total of 431 approved and accepted in
the last preceding fiscal year.

During the 10 ¥z years in which the stipulation procedure had been in effect
on June 30, 1936, atotal of 3,187 stipulations had been approved and accepted
by the Commission, of which 1,755 were of the general classand 1,432 were of
the special false and misleading advertising class. Fourteen of the total number
of stipulations have been rescinded.

All stipulations are for the public record.

REPRESENTATIVE COMPLAINTS
INCREASE IN CASESINVOLVING UNFAIR METHODS OF COMPETITION

During the last fiscal year the Commission issued 386 complaints as
compared with 280 issued during the last preceding year. All but



1 The Commission’s procedure in false and misleading advertising cases is described beginning on
p.105.
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five of these complaints charged violation of section 5 of the Federal Trade
Commission Act through use of unfair methods of competition in commerce.
The other five charged violation of the Clayton Act. Of the five Clayton Act
cases, two were issued under section 2 of that act, one under section 3, and two
under section 7.

COMPLAINTSUNDER THE FEDERAL TRADE COMMISSION ACT

False advertising and misrepresentation.--By far the greater number of
complaints issued during the fiscal year charged false and misleading
representations in advertisements, on labels, and otherwise. The number of
complaintsissued, based uponthischarge, totaled 261. Sixty-oneinvolvedfalse
and misleading advertising and misrepresentation of medicinal preparations,
devices, diet courses, books, and other mattersaffecting health. In someof these
cases, the misrepresentations, as charged, had a tendency to result not only in
luring the afflicted into spending money for worthless or near-worthless drugs,
but into purchasing preparations, the use of which in some cases actualy
endangerstheir health.

Next in order are 33 complaints charging the false representation that the
respondent was a manufacturer of the goods sold. The materiality of the
deception in this class of cases is that many persons deem it an advantage to
deal directly with the manufacturer rather than through middiemen. Sixteen of
this class represented that they were distillers of liquor, when in fact they were
engaged only in rectifying and blending. Eighty-three complaints of this
character, involving liquor dealers, were issued during the last fiscal year.

Next in numerical order were 28 complaints charging misrepresentation asto
furniture, furnishings, and other household requisites. Next came
misrepresentations as to toilet preparations and clothes and clothing materials.

Other commoditiesinvolved in complaints of thischaracter included jewelry,
serums, vacuum sweeper parts, stock feeds, cigars, monuments, wallboard,
wines, gold leaf, tires, false teeth, motor oil, magazines, photos and
enlargements, books, toys, nitrogen-fixing bacteria, dental supplies, bakery
products, tooth brushes, batteries, farm implements, animal traps, bar fixtures,
radios, candy, storage receptacles, hair restorers, and grave vaults.

Candy | ottery cases.--Forty-four complaintswereissued during thefiscal year
against candy manufacturers and dealers alleged to be selling candies under a
scheme involving an element of chance or lottery. In candy lottery cases
heretofore heard by the Commission it has been found that the candy sold is
often of inferior quality or the units smaller than candy sold by ordinary sales
methods; that the candies are purchased largely by children or young
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people, with theresulting demoralizing effect of theintroduction of the element
of chance, this practice having grown to such an extent asto seriously affect the
candy trade.

Combinations to fix and maintain prices.--Sixteen complaints were issued
charging violation of section 5 of the Federal Trade Commission Act by
combination and conspiracy in restraint of trade and to control prices, usually
by agreement among members of an industry upon minimum prices at which
productswould besold, or fixing pricesat uniform figuresamong the members.
The agencies for establishing and making these combinations effective were
usually trade associations. The commodities involved were candy and other
confections, automobile parts and accessories, foodstuffs, electric cable and
wire, polishing wheels, photo-engraving plates, tin plate, clothing, furniture,
shoe soles, and lumber and other building materials and supplies.

Fraudulent selling and distributing schemes.--In this group are classified
methods of selling and distributing which deceive dealers asto the nature of the
contracts into which they are entering, and also misrepresentations as to the
prospectiveearningsof salesmen, who aregenerally house-to-house canvassers,
and other sales arrangements in which fraud and deception enter. Seventeen
complaints of this class were issued during the year.

Miscellaneous cases under section 5, Federal Trade Commission Act.-Other
complaintsissued charged fal se disparagement of competitors or their goods;;
methods of sale in which the element of chance appears (other than the candy
lottery cases already referred to) ; threats of patent infringement suits not made
in good faith, but in an attempt to intimidate competitors or their customers;;
wrongful enticing of employees from the service of competitors, simulation to
accomplish the passing off of a manufacturer’s or dealer’ s goods as those of a
competitor, and unlawful methods of resale price maintenance, usually referred
to in the business world as “ price stabilization.”

COMPLAINTSUNDER THE CLAYTON ACT

One complaint issued under section 2 of the Clayton Act charged a safety
razor corporation with price discrimination among its customers, not made in
good faith to meet competition nor based upon adifferencein grade, quality, or
quantity, nor adifference in the cost of sale or cost of transportation.

Another proceeding under section 2 of the Clayton Act, and al so under section
5 of the Federal Trade Commission Act, charged seven manufacturers of butter
tubs with having entered into a combination and conspiracy to discriminatein
price and termsin favor of certain purchasers, and to fix uniform prices.
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The complaint issued under section 3 of the Clayton Act was against a
manufacturer of optical lenses and alleged that this company sold lensesto the
trade only upon the express agreement that the dealerswould not sell or deal in
optical lenses made by competitors of the respondent whose products were
similar in tint, color, shade, or type, to its lenses.

One complaint under section 7 of the Clayton Act charged a dis tilling
company with having acquired all of the capital stock of acompeting distilling
company, the alleged acquisition having the effect, it was charged, of ending
competition between the two corporations. The other charged a manufacturer
of toilet and pharmaceutical productswith having acquired all the capital stock
of a competing corporation, with the same probable effect.

REPRESENTATIVE CASES DESCRIBED

Unauthorized use of established names.--In two cases respondents were
charged with trading upon the popularity of established trade unions in the
publication and sale of magazines. In one the trade name adopted and the name
of the magazine were, it was alleged, obviously designed to become confused
with the International Sea-men’s Union of America and its publication,
Seamen’ s Journal, and the other with the American Federation of Labor and its
40-year-old publication American Federationist.

The Commission also continued during the year to proceed against the
practice of anumber of manufacturers or assemblers of radio receiving setsin
labeling their products with the names of well-known sets and manufacturers,
suchas“MajesticInternational”, “ Victor International”, “ Edison Radio Stores”,
“Victor Radio Stores.’” Seven of these complaints were issued during the year.

Second-hand hat cases.--1n three complaints issued on the allegation of false
and misleading advertising and misrepresentation, the unfair method charged
was afailure to disclose facts rather than make affirmative misrepresentation.
It was charged that the respective respondents bought up used, discarded felt
hats. One respondent reconditioned the hats, fitted them with new ribbons and
sweat bands and sold them to the trade. The other two made the reconditioned
felt into baseball caps which were sold to the trade. In none of these cases was
the second-hand character of the headwear disclosed, according to the
complaints.

Cap association case.--Among the complaints charging aviol ation of section
5 of the Federal Trade Commission Act by combination and conspiracy to
suppress price competition was one against an association composed of some
190 cap manufacturers, and another association comprising some 80
manufacturers of uniform caps. Many
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cap manufacturers maintain memberships in both associations. The output of
the members of these two associations constitutes practically all of the capsand
uniform caps manufactured in the United States.

It was charged that these manufacturers, cooperating through and with their
respective associations, united in acommon course of action and cooperated to
fix and establish uniform prices at which members of the associations would
sell uniform caps, and to prevent others from selling at lower prices. In
furtherance of thispurpose, it wascharged, apledge or promisewasexacted and
secured from each member and from manufacturersof cap visorsand trimmings
that they would adhere to and support this program ; so-called blacklists were
circulated among members and visor manufacturers containing the names of
those cap manufacturers who refused to conform to the prices fixed, and,
according to the complaint, by threats of boycott and by actual boycott they
sought to and did prevent visor manufacturers from selling to uniform cap
manufacturers who were not members of the association.

Alleged restraint of trade by lumber group.--A similar case was against a
State association of handlers of lumber, building material, and builders
supplies. The active membership consisted of retail dealers, whilethe associate
membership included producers and processors, wholesalers, distributors, and
jobbers--63 in number. It was alleged that the members constituted alarge and
important part of the dealers in the State, sufficiently large to enable the
association to influence and control the flow of trade and commerce in such
materials within, into, and from the State.

It was alleged that the real purpose and activity of the association was to
constitute its membership aclass of “recognized and cooperating” dealers and
to require and confine the sale and distribution of such materials and supplies
to and through such membership; to compel producers and manufacturers to
refrain from selling to nonrecognized and noncooperating dealers ; to compel
dealersto purchase only through members of the association, and thus tend to
give members of the association a monopoly of this business.

Women’ sgarment manufacturers’ guild.--Another complaint of thischaracter
was issued against a large New York association of ladies garment
manufacturers and textile merchants, also three affiliated local guilds in
Chicago, Minneapolis, and Batimore, a New York textile federation,
numbering about 100 converters, dealers, printers, and manufacturersof silk and
rayon fabrics.

Theprincipal association or guild wascomposed of approximately 180 ladies
garment manufacturers, textile merchants who supplied textiles to the
manufacturers of women’ s garments, and affiliate memberswho wereretailers
of women’s garments. There was also adivision of “protective affiliates” who
were nonmember manufac-
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turers of women’ s garments cooperating in the style-protection pro gram of the
guild. The principal purpose of the guild was claimed to be the protection of
originators of fashions and Styles against copying and piracy.

The charge was that the respondents entered into an agreement, combination,
and conspiracy with each other and with other personsto hinder and suppress
competitionin the saleand distributionininterstate commerce of textilefabrics
to manufacturers of women’ sand misses' garments, and to hinder and suppress
competition between manufacturers of such garments in their sale to retail
deders; to restrain trade in textile fabrics and such garments and to create a
monopoly in the manufacture and sale of such fabrics and garments in the
members and affiliated members of the guild.

The result of this combination and conspiracy, it was alleged, has been to
prevent and hinder importers, converters, and manufacturers of textile fabrics
from selling their merchandiseininter-statecommerce; to prevent retail dealers
in women's garments from purchasing their requirements in interstate
commerce ; to substantially increase the price of women's garments to
manufacturers, to retail dealers, and the public ; and to placein the hands of the
guild the control of business practices of the manufacturers and distributors of
women's garments and the power to exclude from the industry those
manufacturersand distributorswho did not conform to guild requirements, thus
tending to create a monopoly in the guild and its members.

Alleged fraudulent sale of a cold-water paint--Among the complaints
hereinbefore classified under the heading of fraudulent schemes of selling and
distribution was one against a group engaged in the sale and distribution of a
lithopone casein paint, sometimes called a cold-water paint. It was charged that
this respondent company employed a plan or scheme by means of which it
induced dealers to enter into contracts to become sole distributorsin a defined
territory, under which the deal erswereinduced to buy large stocks of thispaint,
for which there was no dealer or consumer demand, and to buy it at excessive
prices.

Under the scheme, it was aleged, established dealers of sound financia
rating, preferably those not then carrying paints for sale, were contacted and
offered the sole distributorship for their particular locality. The respondent
company’ srepresentatives, it wasalleged, would then make misrepresentations
concerning the standing and financia ability of therespondent; demonstratethe
use of paint; make misrepresentations concerningitsquality, and thedealer and
consumer demand therefor, and the terms and conditions upon which the paint
would be sold to the dealer.
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A prospective dealer, it was alleged, then would be invited to visit the New
York office of the respondent company where similar demonstrations and
misrepresentations were made, including plans for financing the dealer under
his contract.

Among misrepresentations alleged to have been made by the representatives
and confirmed by the officials at the home office were that the respondent
company would organizeacompetent salesforcefor thedea er and instruct him
in soliciting orders and would turn over to the dealer all inquiries and orders
received directly by the respondent; that the company would furnish various
forms of advertising matter to the dealer, and the dealer wasin effect to do little
more than warehouse and distribute the paint as orders came to him. Then,
having secured a dealer’s order and a trade acceptance from him, it was the
practice, according to the complaint, to negotiate and transfer this paper to cut
off any equities the dealer might have by reason of the misrepresentations.

CASES PENDING AT CLOSE OF YEAR

At the close of the fiscal year there were pending 419 complaintsin various
stages of advancement.

ORDERSTO CEASE AND DESIST
UNFAIR TRADE PRACTICESPROHIBITED IN 161 CASES

The Commission issued 161 ordersto cease and desist from the use of unfair
methods of competition and other violations of law during the fiscal year, as
compared with 126 issued during the last fiscal year. Thelist isasfollows:

LIST OF RESPONDENTS

Respondent Location
Acfield, Inc.,, O. R New York City.
Acme Cotton Products Co., Inc Do.
Alden Co., John, and others Chicago.
Allen Corporation, C. S., and others Brooklyn, N. Y.
American Army and Navy Store Washington, D.C.
American Sheet and Tin Plate Co., and others Pittsburgh.
American Shell Products Co Muscatine, lowa.
American White Cross Laboratories, Inc New Rochelle, N. Y.
Amo-Line Co., and others Canton, Ohio.
Arco Shirt Corporation New York City.
Armstrong Rubber Co., Inc West Haven, Conn.
Army and Navy Trading Co Washington, D. C.
Arte Products Co., Inc New York City.
Associate British Manufacturers Do.

Atlas China Co., Inc Brooklyn, N. Y.
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Respondent
Baker Paint and Varnish Co
Banner Novelty Co
Benson Studios, Inc., S, and others
Benton Novograph Co
Berkshire Textile Co
Best and Co
Billings-Chapin Co

Birmingham Automotive Jobbers Association and others

Blind Weavers, Inc

Brenner Paper Manufacturing, Inc
Bronson Shoe Co

Cal-Aspirin Corporation

Cameo Silk Mills, Inc

Cannaday, Dr., J. E

Canton Silk Mills, Inc

Cape Cod Shirt Co

Carlsbad Products Co. Inc

Catonsville Digtilling & Distributing Co
Certified Products Co., Inc., and others
Chicago Silk Co

Climax Rubber Co

Colombo Extract Co

Commercia Extension University, and others
Commercia Manufacturing Co., and others
Commercia Silk Mills

Consolidated Trading Corporation
Crescent Shoe Co., Inc

Cronin China Co., Publicity Dept., and others
Davis Knitting Mills, Inc., and others
Dennison Brothers, Inc

Diamond Match Co

Dispensary Supply Co., Inc

Dobe School of Drafting, and others
Eastern Textile Co

Eton Knitting Corporation

Economy Rubber Products Co

Edes Manufacturing Co., and others
Edwin Cigar Co., Inc., and others
Electric Magnetic Belt Co., and others
Everfresh Products Co

Excelsior Silverware Corporation

F. & S. Manufacturing Co

Falcon Camera Co

Famous Pure Silk Hosiery Co

Federal Distilled Products

Fyr-Fyter Co., and others

General Handkerchief Mfg. Co., Inc

General Implement Co. of America.,, Inc., and others

General Tire and Rubber Co
Goodyear Tire and Rubber Co

Location
Jersey City, N. J.
Chicago.

New York City.
Buffalo.
Binghamton, N. Y.
New York City.
Cleveland.
Birmingham, Ala.
Chicago.

New York City.
Minneapolis.
Chicago.

New York City.
Sedalia, Mo.
New York City.
Fall River, Mass.
New York City.
Catonsville, Md.
Birmingham, Ala.
Chicago.
Brooklyn, N. Y.

Do.

Omaha, Nebr.
lowa City, lowa.
New York City.

Do.

Do.

Chicago.
Brooklyn, N. Y.
New York City.

Do.

Do.
Libertyville, 111.
Greenfield, Mass

New York City.
Dayton, Ohio.
Plymouth, Mass.
New York City.
Minneapolis.
Washington, D. C.
New York City.

Do.
Detroit.
Newark, N. J.
Milwaukee.
Dayton, Ohio.
Chicago.
Cleveland.
Akron

Do.
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Respondent
Gotham Aseptic Laboratory Co., Inc
Gotham Sales Co., and others
Gottlieb Brothers Manufacturers of Silk Underwear, Inc
Greenberg & Josefsberg, and others
Grove Distillers & Wine Co., Inc
Hollywood Candy Co
Home Drug Co
Humania Hair and Specialty Mfg. Co
Huntley Furniture Co., B. F
Imperial laboratories
International Shefilield Works Inc
International Tableware Co
Johnson Manufacturing Co., and others
Jones Brothers Publishing Co
Ohio.
K & E Del uxe Padded Van Co., Inc., and others
K-W Graphite Corporation
Kotalko Sales Co
Leach and Co., G
Leading Perfumers and Chemists, Inc
LeGay, Inc
Linen Supply Association of the District of Columbia and others
Lur-Eye Products, Inc
Maxwell Steel Vault Co
Mayers Company, Inc,L. & C
McCreery and Co., James
Mendell, Alfred
Mid West Mills, Inc
Modex Mills Co
More Co., Robert
Mormiles
Morris, CharlesE
Morris Shoe Co., Inc
National Remedy Co
National Silver Co
Natural Body Brace Co., and others
New England Collapsible Tube Co., and others
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Location

Long Island City, N. Y.
New York City.

Do.

Do.
Jersey City, N. J.
Minneapolis.

Do.
New York City.
Winston-Salem, N. C.
New York City.

Do.
Detroit.
Birmingham, Ala.
Arbor Place, Norwood,

New York City.
Kansas City, Mo.
New York City.
Pittsburgh.
New York City.
Chicago.
Washington, D. C.
New York City.
Oneida, N. Y.
New York City.
Do.
Ozone Park, N. Y.
Chicago.
New York City.
Chicago.
Peoria, I11.
New York City.
Do.
Do.
Do.
Salina, Kans.
New London, Conn.

New Y ork State Wholesale Confectionery Association. Inc., and others Watertown, N. Y.

Newark Felt Novelty Co., Inc

Norris Co., Louise

North Shore Cement Buria Vault Co
Nu-Way Shoe Co

Oakland Shingle Co

Old Trusty Dog Food Co

Park Row Pen CO., and others
Peters Serum Co

Philadel phia Badge Co

Pioneer Maple Products Co

Newark, N. J.

Kansas City, Mo,
Kenosha, Wis.

New York City.
Edmonds, Wash.
Needbann Heights, Mass.
New York City.
Kansas City, Mo.
Philadel phia.

St. Paul.



Piatell Shoe Co New York City.
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Respondent
Poindexter and Sons Merchandise Co., H. T
Pratt Food Co
Prince Matchabelli Perfumery, Inc
Pyrene Manufacturing Co
Quality Shingle Co., Inc., and others
Radiator Specialty Co
Rayson Service Bureau, and others
Real Products Corporation, and others
Renesol Corporation, and others
Roma Wine Co., Inc
Roselile Manufacturing Co., and others
Rubber Manufacturers Association, Inc., and others
Samac Knitting Mills
Schoeck Schooal, O. F
Scientific Shamey Co., Inc
Security Silverware Distributors, Inc., and others
Sessions Clock Co
Shapiro Felt Rug Co., and others
Sheaffer Pen Co., W. A
Sissell Brothers
Speidel Corporation
Stetson Pants Co
Tee and Emm Knitting Mills
Terrell, Reta
Thomasville Chair Co
Thompson, Inc., W. J.
Tivoli Clothes, and others
Union Pencil Co., Inc
United Artists and Engravers Guild, Inc
United Digtilling Co
United States Electric Manufacturing Corporation
Universal Extract Co., Inc
Universal Ink Co
Vasco Products, Inc., and others
Victor Soap Co
Warner Studios
Westbury Knitting Mills
Westphalia Manufacturing Co., Inc., and others
White Cross Laboratories, Inc
Wholesale Radio Service Co., Inc
Williams Brothers Tailoring Corporation
Wilshire Woolen Co
Winona Monument Co
Wong, Philip
Wyoming Valley Jobbers Association, Inc., and others
X Laboratories, Inc

Location
Kansas City, Mo.
Philadel phia.

New York City.
Newark, N. J.
Edmonds, Wash.
Charlotte, N. C.
Denver, Colo.
Long Island City, N. y.
New York City.
San Francisco.
Chicago.
New York City.
Do.
Alton, 111
New York City.
Chicago.
Forestville, Conn.
Newark, N. J.
Fort Madison, lowa.
Los Angeles.
Providence, R I.
Cincinnati, Ohio.
New York City.
Chicago.
Thomasville, N. C.
New York City.
Do.
Do.
Chicago.
Cincinnati, Ohio.
New York City.
Brooklyn, N. Y.
New York City.
Brentwood, Md.
Dayton, Ohio.
Washington, D. C.
New York City.
Jersey City, N. J.
Chicago.
New York City.
Troy, N. Y.
New York City.
Winona Minn.
Cambridge, Mass.
Nanticoke, Pa.
New York City.
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DESCRIPTIONS OF OUTSTANDING CASES

Someillustrative orders to cease and desist issued during the fiscal year are
described as follows:

CANDY LOTTERY

F. A. Martoccio Co., Minneapoalis, trading as Hollywood Candy Co . ordered
to cease and desist from selling, in interstate commerce, to wholesale dealers
and jobbers, for resale to deders, candy so packed and assembled that salesto
the public are to be, or may be made, by means of alottery, gaming device or
gift enterprise ; supplying, through interstate commerce, to wholesalers and
jobbers a “punch board” or “push card”, either with assortments of candy or
separately, bearing alegend informing the purchasing public that the candy is
being sold by lot or chance or in accordance with a sales plan, gaming device,
or gift enterprise.

FALSELY REPRESENTING MEN'SSUITSTO BE MADE-TO-ORDER

WilliamsBros. Tailoring Corporation, New York City; ordered, in connection
with the sale of men’ sclothing ininterstate commerce, to cease and desist from
representing, contrary to the facts, that its suits are made to the measure of
purchasers, and from neglecting to refund promptly to purchasers money
received for clothes falsely represented to be made-to-measure or failing to
come up to representations or guarantee as to fabric, fashion, fit, or wearing
qualities.

MISREPRESENTATION OF A BUSINESSAS CHARITABLE INSTITUTION

The Blind Weavers, Inc., Chicago, sold in interstate commerce, direct to the
purchasing public, machine-made chenille rugs purchased by it in the open
market. Findings were that after purchasing these rugs, this respondent
organi zation employed blind personsto do “ fringe-tying”, the cost of whichwas
negligible as a part of the rug making. The respondent company is also said to
have sold rugs woven in itsown plant, six of the eight employees on thiswork
having been blind persons.

In selling both the purchased rugs and those woven in its own factory, the
respondent company was found to have used labels, tags, advertising circulars,
stationery, and mailing matter bearing a portion of the corporate name so
designed asto misrepresent itself asa charitableinstitution for the blind. Also,



according to findings, the credentials furnished its agents and salesmen
contained the same misrepresentation.

TheCommission’ sorder required therespondent company to ceaseemploying
such false representations, to cease advertising machine-
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made chenillerugsfor sale without disclosing in such advertisements that they
were not woven by theblind, and to stop selling such chenillerugswithout atag
affixed making such disclosure.

COMBINATIONSTO FIX PRICESAND RESTRAIN TRADE

New York State Whol esal e Confectionery Association, Inc., Syracuse, N. Y.,
and others.-An order to cease and desist wasissued against the association and
16 local or regional associations affiliated with it, restraining them from
combining, conspiring or uniting in a common course of action to prevent
competing dealers in confectionery from obtaining their Supplies of such
products directly from the manufacturers thereof; publishing so-called “white
lists” containing only the names of so-called legitimate, regular or “ recognized”
dealers, brokers, distributors, or wholesalers of such products; conspiring or
uniting to fix prices at which such products should be sold, and using any other
cooperative or coercive means to suppress competition in price.

American Sheet & Tin Plate Co., Pittsburgh, and others.--An order to cease
and desist was issued against the American Sheet & Tin Plate Co. (now
Carnegie-lllinois Steel Corporation), Bethlehem Steel Co., Bethlehem, Pa. Jones
& Laughlin Steel Corporation, Pittsburgh; Republic Steel Corporation,
Cleveland; Weirton Steel Co., Weirton, W. Va.; Wheeling Steel Corporation,
Wheeling, W. Va.; Youngstown Sheet & Tube Co., Youngstown, Ohio, and
other steel companies, restraining them from entering into agreementswith one
another not to sell or quotes prices in interstate commerce on “stock plate’;
from refusing pursuant to agreement to sell stock plate to jobbers and
manufacturers of tin cans and other metal containers, and from entering into
agreements to cut up or otherwise mutilate stock plate for the purpose of
classifyingit as“waste-waste” for domestic sale, at the sametimeofferingit for
salein foreign countries without mutilation.

“Stock plate” isidentified in the order as*“warming-up” sizes, over-runs and
seconds, resulting from the manufacture of thefirst grade of tin plate known as
“production plate.”

“Waste-waste” istin plate so defective as not to qualify as “seconds.” This
order was issued upon findings of fact based upon answers filed by the
respondents admitting the material allegations of the complaint.

MISREPRESENTATION OF CIVIL SERVICE PREPARATORY COURSE

An order was issued against Ray and Martha Rennison, of Denver, Colo.,



conducting a course of study preparing applicants for civil-
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service examinations, and operating under the names Rayson Service Bureau,
Rayson Bureau, and Rayson Service.

The order restrained the respondents from including in their “follow-up” or
other advertising matter relating to their forestry courseany referenceto national
forests, the Federal Forest Service or positions in that Service unless and until
the United States Civil Service Commission should have resumed the
announcement of examinations for the position of ranger in the United States
Forest Service or, in the alternative, the respondents should have declared in
each piece of such advertising matter that their course was neither adapted nor
designed to aid students in obtaining positions as ranger in the United States
Forest Service.

The order aso prohibited the offering of any course of instruction without
disclosing the educational, physical, personal, residence, experience and other
requirements or restrictions imposed upon applicants for these positions, and
useof theword *“ bureau” unlessthe respondents should have disclosed that they
were not connected with any branch of the Federal or any State Government.

The respondents were directed to cease representing that they guaranteed an
appointment, or refunded the fee paid, except when they explained that the
student was not entitled to arefund unless he had failed in each examinationin
preparation for which he had purchased a course. The order aso banned
implicationsin advertising or correspondence that Government positions were
available generally or that examinations therefor were frequent or soon to be
held, unless such was actually the case, and that the respondents were seeking
employeesto fill Government positions or could offer such positions to those
who answered advertisements.

PRICE DISCRIMINATION-GOODYEAR TIRE & RUBBER CO. CASE

Goodyear Tire & Rubber Co., Akron, Ohio.--The Commission on March 5,
1936, entered its order against the Goodyear Tire & Rubber Co., of Akron,
Ohio, itssubsidiaries, and their officersand agents, directing them to ceaseamid
desist from discriminating in price between Sears, Roebuck & Co. and
Goodyear’'s retail dealer customers, by selling automobile tires to Sears,
Roebuck & Co. at net realized priceslower than the net realized pricesat which
it sold the same sizes of tires of comparable grade and quality to independent
retail dealers.

The order required that in arriving at the net realized prices, the respondent
“take into account and make due allowance, and only due alowance, for
differences in the cost of transportation and selling tires to individual tire



deders on the one hand and Sears, Roebuck & Co. on the other.”
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The Commission found that the Goodyear Co., since about 1914, had
distributed for resalein the several Statesthe great bulk of its pneumatic rubber
tires through approximately 25,000 retail dealers; that on March 8, 1926, it
entered into a contract with Sears, Roebuck & Co., by which Goodyear would
manufacture and sell to Sears, Roebuck & Co. the latter’ s entire requirements
on acost-plus 6-percent-profit basis, and that this contract wasrenewed on May
17, 1928, and again on October 5, 1931

It wasfound also that on October 5, 1931, date of thelast tire contract, asecret
agreement was entered into by which the Goodyear Co. assigned to Sears,
Roebuck & Co. 18,000 shares of the Goodyear Co.’s common stock, and
$800,000 in cash, to be used in the purchase of 32,000 additional shares of
Goodyear common stock, as a consideration for signing the third tire contract
without opening it to competition. It was found further that, pursuant to the
terms of the several tire contracts, the net average sales price discrimination as
between Sears, Roebuck & Co. and other dedlers, over the entire period, varied
from 29 percent to 40 percent on eight sizes of tires, or an aggregate of
$41,000,000 on all sizes.

It was found further that such discriminatory prices were not given to Sears,
Roebuck & Co. on account of differences in quantity or quality of the
commodity sold, nor to make only due allowance for differencesin the cost of
selling or transportation, nor made in good faith to meet competition.

Findingsalsowerethat Sears, Roebuck & Co., becauseof such discriminatory
prices, was able to undersell, at a profit, other retail tire distributors at prices
from 20 percent to 25 percent lower than the prices for tires of comparable
grade and quality sold by retail dealers generaly; except in 1933, when they
were 10 percent lower, and that this was a mgor factor in driving out of
business alarge number of retail tire dealers and small tire manufacturers who
supplied such retailers.

In this case, the original complaint was ordered September 13, 1933, and an
amended complaint the following March. Hearings were closed March 18,
1935. The record consists of more than 26,000 pages of testimony and 23,000
exhibits.

Counsel for the Goodyear Co. have petitioned the United States Circuit Court
of Appeals for the Sixth Circuit, Cincinnati, to review the Commission’s
findings and order. (Seep.78.)

TYPES OF UNFAIR COMPETITION

PRACTICES CONDEMNED IN ORDERSTO CEASE AND DESIST



Following isapartial list of unfair methods of competition which have been
Condemned by the Commission in orders to cease and



TYPES OF UNFAIR COMPETITION 65

desist issued during the fiscal year. These do not include violations of the
Clayton Act embracing price discrimination, tying contracts, corporate stock
acquisitions, and interlocking directorates. The list follows:

1. Use of false and misleading advertising, false branding and labeling of
products, for example:

(8) Useof theterm “gold shell” to describejewelry containing avery thin
deposit of gold by electro-plating or electrolytic process.

(b) Use of misrepresentations importing that paint offered for sale has
been made in conformity with formul ae, specifications, or requirements of
the United States Navy or the United States Government, or has been
approved, tested, or adopted by the Navy or the Government.

(c) Representing extractsto beimported when they are in fact domestic-
made.

(d) Representing automobile tires to be “reconstructed” when the
reconditioning is limited to the repair of worn or damaged portions.

(e) Using the word “doctor” in connection with Shoes not made in
accordance with the design or under the supervision of a doctor or not
having Scientific or orthopedic features which are the result of medical
advice or Services.

(f) Misrepresenting that apreparation for the hair withimpart color other
than as the result of dyeing.

(g) Use of theword “ Sheffield” in connection with silverware not made
or manufactured in Sheffield, England, in accordance with the process used
by the silversmiths of Sheffield.

(h) Misrepresenting the wood of which furniture is made.

(i) Misrepresenting dairy feeds by stating that the use of this feed
decreases the amount of feed necessary; that the milk produced from such
feed is purer, richer, more nutritious, has increased vitamin content; that it
produces superiodized milk; that hospitals and Similar institutions are
paying a premium for Super iodized milk and that this feed makes it
possible for any dairyman to produce the required superiodized milk.

() Representing candy to be flavored and colored with juice of a fruit
whenin fact it is synthetically flavored and colored.

(k) Misrepresenting surgical Suppliesasbeing sterilized and packed under
Sanitary conditions when such is not the fact.

(I) Labeling wines of domestic make from domestic-grown grapes with
the names of famous French wines.
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2. Simulating the containers in which merchandise of competitors is customarily
packed and displayed, and passing off goods therein contained as the product of
competitors.

3. Representing the prices at which goods are offered for sale as wholesale prices
when they are in fact as high or higher than regular retail prices of the same or
comparative goods.

4. Use of puzzle contestswith the representation that the mere solution of the puzzle
entitles the successful contestant to a prize, when in fact other services and
requirements are imposed upon the contestant.

5. Inadvertising for house-to-house canvassersor sal es agents, mis-representing the
prospective profits and the usual retail prices of the products which they are to sell.

6. Combining, agreeing, and cooperating to control the solicitation for business and
alocation of customers, maintaining uniform prices, terms, and conditions;
exchanging information regarding contemplated price changes, and by other
cooperative means suppressing competition among those in the combination.

7. Misrepresenting the advantage to prospective customersin dealing with the seller
by--

(@) Representing that the seller isamanufacturer of the products he offersand
that middlemen’s profits are thereby eliminated;

(b) Representing that the seller is a wholesaler and is offering his goods at
wholesale prices;

(c) Misrepresenting the size and importance of the seller’ s business by the use
of illustrations of fictitiousbuildings, or exaggeration of the space occupied by the
seller’ s business, or the extent and value of his equipment;

(d) Misrepresenting that the seller’s line of farm implements and tools is the
most compl ete line manufactured and has been on the market for alonger period
thanisthefact, and that he has an engineering department for experimentation and
testing;

(e) Misrepresenting the volume of business done by the seller;

(f) Listing ordinary clerical help, in connection with a correspondence course
of study, as“Home officeregistrar”, * Supervisor of aeronautical department”, etc.

8. Misrepresenting the geographic location of the place of manufacture of aproduct
by specifying a place famous for such product.

9. Use of fictitious prices; for example, representing that the usual or ordinary sale
placeisactually higher than the price at which the goods are offered, when such is not
the fact.

10. Use of false representations for the purpose and with the effect of enticing
persons from the employ of competitors into the employ of the user of the method.
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11. Misrepresenting the financial condition, or the business policy, or the quality of
the product of a competitor, or otherwise disparaging a competitor’ s product.

12. Manufacturing and selling hats and caps made from used and reconditioned felts
without disclosing the second-hand character of the material.

13. Using a method of sale involving an element of chance or lottery or preparing
goods so that such amethod of sale may be used.

GENERAL LIST OF UNFAIR COMPETITIVE PRACTICES

The following list illustrates unfair methods of competition condemned by the
Commission fromtimeto timeinitsordersto cease and desist. Thislist isnot limited
to ordersissued during the last fiscal year.

1. Theuse of false or mideading advertising, calculated to mislead and deceive the
purchasing public to their damage and to the injury of competitors.

2. Misbranding of fabrics and other commodities respecting the materials or
ingredients of which they are composed, their quality, purity, origin, source or
gualities, properties, history, or nature of manufacture, and selling them under such
names and circumstances that the purchaser would be misled in these respects.

3. Bribing buyers or other employees of customers and prospective customers,
without the latter’ s knowledge or consent, to secure or hold patronage.

4. Procuring the business or trade secrets of competitors by espionage, or bribing
the employees, or by similar means.

5. Inducing employees of competitorsto violate their contracts and enticing away
employees of competitorsin such numbers or under such circumstances as to hamper
or embarrass the competitorsin the conduct of their business.

6. Making false and disparaging statements respecting competitors' products, their
value, safety, etc., and competitors’ business, financial credit, etc., in some casesunder
the guise of ostensibly disinterested and specially informed sources or through
purported scientific but in fact misleading demonstrations or tests.

7. Widespread threats to the trade of suitsfor patent infringement arising from the
saleof alleged infringing products of competitors, such threats not being madein good
faith but for the purpose of intimidating the trade and hindering or stifling competition,
and claiming and asserting, without justification, exclusive rightsin public names of
unpatented products.

8. Trade boycotts or combinations of traders to prevent certain wholesale or retail
dealers or certain classes of such dealers from
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procuring goods at the Same terms accorded to the boycotters or conspirators, or to
coercethetrade policy of their competitors or of manufacturersfromwhom they buy.

9. Passing off goods or articles for well and favorably known products of
competitors through appropriation or simulation of Such competitors' trade names,
labels, dressof goods, etc., with the capacity and tendency unfairly to divert tradefrom
the competitors, and/or with the effect of so doing to their prejudice and injury and
that of the public.

10. Selling rebuilt, second-hand, renovated, or old products or articles made from
used or second-hand materials as and for new.

11. Paying excessive prices for supplies for the purpose of buying up same and
hampering or eliminating competition.

12. Using concealed subsidiaries, ostensibly independent, to secure competitive
business otherwise unavailable.

13. Using merchandising schemes based on alot or chance.

14. Cooperative schemes and practices for compelling wholesalers and retailers to
maintain resale prices fixed by amanufacturer or distributor for resale of his product.

15. Combinations or agreements of competitorsto enhance prices, maintain prices,
bring about substantial uniformity in pricesor to divideterritory or business, to cut off
competitors sources of supply, or to close markets to competitors, or otherwise
restrain or hinder free and fair competition.

16. Various schemes to create the impression in the mind of the prospective
customer that he or she is being offered an opportunity to make a purchase under
unusually favorabl e conditions when such is not the case, with capacity and tendency
to mislead and deceive many of the purchasing public into buying products involved
in such erroneous belief, and/or with the effect so to do, to the injury and prejudice of
the public and of competitors, such schemes including--

(@) Sdes plans in which the seller’s usual price is falsely represented as a
Specia reduced price made available on some pretext for alimited time or to a
limited class only.

(b) Theuseof the“freegoods’ or Servicedeviceto createthefalseimpression
that something is actually being thrown in without charge, when as a matter of
fact, itisfully covered by the amount exacted in the transaction as awhole.

(c) Use of misleading trade names calculated to create the impression that a
dealer isamanufacturer or grower, importer, etc., selling directly to the consumer
with resultant savings.

(d) Useof pretended, exaggerated retail prices in connection with or upon the
containers of commodities intended to be sold as bargains at lower figures.



TYPES OF UNFAIR COMPETITION 69

17. Imitating or using standard containers customarily associated in the mind of the
general purchasing public with standard weights or quantities of the product therein
contained, to sell the public such commodity in weights or quantities less than the
af orementioned standards, with capacity and tendency to deceivethe purchasing public
into believing that they are purchasing the quantities generally associated with the
standard containersinvolved, and/or with the effect of so doing, and with tendency to
divert tradefromand other-wiseinjurethe business of competitorswho do not indulge
in such practices and/or with the effect of so doing, to the injury of such competitors
and to the prejudice of the public.

18. Concealing businessidentity in connection with the marketing of one' sproduct,
or misrepresenting the seller’ srelation to others; e.g., claiming falsely to be the agent
or employee of some other concern or failing to disclose the termination of such a
relationship in soliciting customers of such concerns, etc.

19. Misrepresenting in various ways the advantages to the prospective customer of
dealing with the seller, with the capacity and tendency to mislead and deceive many
among the consuming public into dealing with the person or concern so
misrepresenting, in reliance upon such supposed advantages, and to induce their
purchasesthereby, and/or with the effect of so doing, to theinjury and prejudice of the
public and of competitors, such as--

(@) Misrepresenting seller’s alleged advantages of location or size.

(b) Making false claim of being the authorized distributor of some concern.

(c) Alleged endorsement of a concern or product by the Government or by
nationally known business organizations.

(d) Falseclaim by adealer in domestic products of being an importer, or by a
dealer of being a manufacturer, grower or nursery, or by a manufacturer of some
product of being also the manufacturer of the raw material entering into the
product.

(e) Claiming to be amanufacturer’ srepresentative and outlet for surplus stock
sold at a sacrifice, etc., when such is not the fact.

(f) Representing that the seller is a wholesale dealer, grower, producer, or
manufacturer, when in fact such representation is false.

20. Use by business concerns associated as trade organizations or otherwise of
methods which result, or are calculated to result, in the observance of uniform prices
or practicesfor the products dealt in by them, with consequent restraint or elimination
of competition, such as use of various kinds of so-called standard-cost systems, price
lists or guides, exchange of trade information, etc.
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21. Obtaining business through undertakings not carried out and through dishonest
and oppressive devices calculated to entrap and coerce the customer or prospective
customer, with the result of deceiving the purchasing public and inducing purchases
by many thereof, and of diverting and tending to divert trade from competitorswho do
not engagein suchfalse, misleading and fraudul ent representations, all totheprejudice
and injury of the public and competitors, such practices including--

(a) Obtaining by deceit prospective customer’s signature to a contract and
promissory note represented as simply an order on approval;

(b) Obtaining agents to distribute the seller’s products through promising to
refund the money paid by them should the product prove unsatisfactory, and
through other undertakings not performed.

22. Giving products misleading names so as to give them avalue to the purchasing
public or to apart thereof which they would not other-wise possess, with the capacity
and tendency to mislead the public into purchasing the products concerned in the
erroneous belief thereby induced, and with thetendency to divert and/or withthe effect
of diverting businessfrom and otherwiseinjuring and prejudicing competitorswho do
not engagein such practices, all to the prejudice of the public and of competitors, such
as names implying falsely that

(@) The particular products so named were mad for the Government or in
accordance with its specifications and of corresponding quality, or are connected
with it in some way, or in some way have been passed upon, inspected,
underwritten, or endorsed by it; or

(b) They are composed in whole or in part of ingredients or materials,
respectively, contained only to alimited extent or not at all; or

(c) They were made in or came from some locality famous for the quality of
such products; or

(d) They were made by some well and favorably known process, when, as a
matter of fact, they were only made in imitation of and by a substitute for such
process; or

(e) They have been inspected, passed, or approved after meeting the tests of
some official organization charged with the duty of making such tests expertly,
disinterestedly, or giving such approval; or

() They were made under conditions or circumstances considered of
importance by a substantial part of the general purchasing public; or
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(g) They were made in a country, place or city considered of importance in
connection with the public taste, preference or prejudice.

23. Selling below cost, with the intent and effect of hindering, stifling and
suppressing competition.

24. Deadling unfairly and dishonestly with foreign purchasers and thereby
discrediting American exporters generally, with the effect of bringing discredit and
loss of businessto all manufacturers and business concerns engaged in and/or seeking
to engage in export trade, and with the capacity and tendency to do so, to the injury
and prejudice of the public and of the offending concerns’ export-trade competitors.

25. Coercing and enforcing uneconomic and monopolistic reciprocal dealing.

26. Entering into contractsin restraint of trade whereby foreign corporations agree
not to export certain products into the United States in consideration of a domestic
company’s refusal to export the same commaodity or sell to anyone other than those
who agree not to so export the same.

27. Giving productsapurported unique status or special merit or propertiesthrough
pretended but in fact misleading and ill-founded demonstrations or scientific tests, or
through misrepresenting the history or circumstances involved in the making of the
products, so asto givethem avalueto the purchasing public or to apart thereof which
they would not otherwi se possess, with the capacity and tendency to mislead thepublic
into purchasing the products concerned in the erroneous beliefs thereby engendered,
to the prejudice and injury of competitors and the public, as hereinabove set forth.

CASESIN THE FEDERAL COURTS
COMMISSION ACTIONSIN THE UNITED STATESCOURTS

Federal Trade Commission cases pending in the United States courts for fina
determination during or at the close of the fiscal year are reviewed in alphabetical
order in the pages immediately following.*

During the year the Commission was sustained in 15 cases before United States
Circuit Courts of Appeals and reversed in none.

While there were no decisions during the year on the merits in Commission cases
pendinginthe Supreme Court of the United States, that court denied petitionsfor writs
of certiorari applied for by three petitioners who were unsuccessful in their attempts
inthe

1 United States Circuit Courts of Appeals are designated First Circuit, Second Circuit, etc.



72 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

Circuit Courtsof Appealsto nullify the Commission’ sorders. These petitionerswere:
E. Griffiths Hughes, Inc., Rochester, N.Y ., Ironized Yeast Co., Atlanta, and the
Armand Co., Des Moines, lowa.

Twelve of the fifteen cases in which Circuit Courts of Appeals sustained the
Commission were formal affirmances. These Cases were: Armand Co., Des Moines,
lowa; Battle Creek Appliance Co., Battle Creek, Mich.; Fairyfoot Products Co.,
Chicago; Hires Turner Glass Co., Philadelphia; Robert Hofeller, trading as Bob
Hofeller Candy Co., Chicago; Hoffman Engineering Co., New York City; Ward J
Miller, trading as Amber-Ita, Kalamazoo, Mich.; C. J. Ozment, St. Louis; Benjamin
D. Ritholz, Chicago; H.I. Sifers, trading as Sifers Confection Co., Kansas City, Mo,;
Southern Premium Manufacturing Co., Dallas, Tex., and Walker’ sNew River Mining
Co., Elkins, W. Va

Of the remaining three cases, one involved a contempt proceeding for violation of
a decree affirming a Commission order, in which the respondent, Louis Leavitt, of
Brooklyn, N. Y., was fined $1,000; one was a case in which the court dismissed the
Commission’ sapplication for enforcement on joint motion of the Commissionand the
respondent because the latter (the Aviation Institute of U. S. A., Inc., Washington, D.
C.) had madesatisfactory compliancewith the Commission’ sorder to ceaseand desist,
and thethird case represented an unsuccessful attempt on the part of the National As-
sociation of Counter Freezer Manufacturers (Chicago) to obtain awrit of mandamus
against the Commission.

The Commission was also successful, in interlocutory proceedings, in defeating
three attempts by different respondentsto interfere in the conduct of hearings before
itstrial examiners. Thefirst case involved an attempt on the part of Edison-Bell Co.,
and others, New York City, by the use of subpena, to compel the Commission’s
investigator to testify; the second, an attempt on the part of Englander Spring Bed Co.,
Chicago, to enjoin the taking of testimony before the Commission’s trial examiner
under section 77-B of the National Bankruptcy Act; the third, the refusal of certain
witnesses to appear and testify in the Commission’s proceeding against the Viscose
Co. and others (so-called rayon case), New Y ork City. These proceedingswereall in
the United States Court for the Southern District of New Y ork.

Commission court cases for the fiscal year are summarized as follows:

Armand Co., Des Moines, lowa.--The Second Circuit (New Y ork City), on July 1,
1935, unanimoudly affirmed the Commission’s order in this case (78 F. (2d) 707).

The proceeding involved maintenance by the Armand Co., through the medium of
express or implied agreements, of resale prices for
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its products (cosmetics) fixed at arbitrary levelsimposed by the company.
The court, after summarizing the facts found by the Commission, concluded:

It wasfound asafact by the Commissionthat the chief objective of petitioner’ smerchandising
policy wasthe maintenance of the wholesale and retail prices suggested by the petitioner for its
products, and that the direct effect of petitioner’s practices had been and now is to suppress
competition among wholesalers and between retail deal ers engaged in the distribution and sale
of petitioner’ sproducts. Thefurther effect wasthe constraint imposed upon wholesaleand retail
dealersin selling petitioner’ s products at prices fixed by the petitioner, and the preventing of
sale by such dealers of petitioner’s products at prices which such dealers desired, thereby
depriving the ultimate purchaser of petitioner’s products of that advantage of price which
otherwise would be theirs in a natural and unobstructed flow of commerce under free
competition.

The Commission concluded that the petitioner’ s practiceswereto the prejudice and injury of
the public and constituted unfair methods of competitionin commerce and aviolation of section
5 of the Trade Commission Act. The findings of the Commission are amply supported by the
evidence. The evidence supports the finding that by agreements between petitioner and its
dealersit maintained pricesand prevented those who would not do so from securing petitioner’s
products.

* * * * * * *

This petitioner dealt with 39,000 retail druggists out of atotal of 56,000, and 247 wholesale
druggistsout of atotal of 550. Thewholesalersand retailerswerein competition with each other
in the sale of petitioner’s products. This is a kind of competition between wholesalers and
retailersof aproduct of asingle manufacturer whichwasintended by the decisions of the courts
to be free and open. The policy in question had a tendency to stifle competition and was
unlawful

A petition for rehearing was denied on August 2, 1935.

On November 1, 1935, the company petitioned the Supreme Court of the United
Statesfor awrit of certiorari. Opposition brief, on behalf of the Commission, wasfiled
November 27. The petition was denied December 9 (296 U. S. 650).

On January 8, 1936, the Second Circuit, on motion of counsel for the Armand Co.,
entered an order directing the Commission to show cause why an order should not be
entered vacating and setting aside the court’ s decree (entered July 8, 1935), affirming
the Commission’ sorder. After argument on March 16, thecourt (March 25) denied the
motion. A motion for reargument of this motion washeard May 11 and denied July 2,
1936 (84 F.(2d) 973).

Aviation Institute of U.S. A., Inc., Washington, D. C.--The Commission, August 1,
1935, filed with the United States Court of Appeals for the District of Columbia, an
application for enforcement of its order in this case.

The order, which was based on findings supported by an agreed statement of facts,
required the respondent, a New Y ork corporation,
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with principal office and place of business in Washington, to cease and desist from
using, asapart of itstrade or corporate names, the letters“U. S. A.”, or any letter or
letters, word or words, symbol, device, or insignia denoting or indicating that the
corporation was officially connected or affiliated with the United States Army or
Navy, or with any department or branch of the Government of the United States; or
that its course of instruction was conducted in accordance with the requirements or
under the supervision or direction of the Army or Navy, or other department or branch
of the Federal Government, or officer or employee thereof.

Subsequent to the institution of the court proceeding, the respondent filed with the
Commission a supplemental report, from which it appeared that it had dropped the
letters“U. S. A.” fromitsname, and had changed it to “ Aviation Institute of America.”
The Commission, feeling that this was a compliance with its order, joined with the
respondent in asking dismissal of the suit. Theorder of dismissal wasentered October
9, 1935.

Battle Creek Appliance Co., Ltd., Battle Creek, Mich.--This company, on January
11, 1935, filed with the Sixth Circuit (Cincinnati) apetition to review and set aside the
Commission’s order to cease and desist entered in this case.

Based on findings of fact supported by evidence, the order to cease and desist was
directed against what the Commission found to be false, misleading, and deceptive
statements and representations concerning respondent’ s treatment for goiter. Among
other things, the order directed the respondent to cease and desist from representing
by testimonial s, endorsements, newspaper and magazi neadvertising, radio broadcasts,
or in any manner:

() That goiter can be or has been correctly diagnosed by said respondent from answers made
by the laity to questions propounded by respondent through the mails.

(2) That the presence of goiter can be determined or the type of goiter can be diagnosed
without personal examination of a patient by a skilled physician.

(3) That said respondent can or has successfully treated goiter by mail.

(4) That said respondent can or has successfully treated goiter patientsin their homeswithout
the personal supervision and services of a skilled physician in such treatment.

After briefing and argument, the court, on October 14, 1935, being of the opinion
that the Commission’ sfindings of fact were supported by the evidence, and that such
findings were legally sufficient to support the cease and desist order, affirmed the
order, without opinion.

Butterick Publishing Co., New York City, and others.-This group of New Y ork
publishers and distributors of magazines and other periodicals, includes, besides the
Butterick Co., MacFadden Publications, Inc., Frank A. Munsey Co., Street & Smith
Publications, Inc.,
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Pictoria Review Co., International Circulation Co., Inc., S. M. News Co., Inc., and
Midwest Distributors, Inc. On October 25, 1935, the group filed with the Second
Circuit (New York City) petitionsto review and set aside the Commission’s order.

The order directed the petitionersto cease and desist from preventing or seeking to
prevent, by agreement, combination or concert of action, any person, firm or
corporation lawfully owning second-hand or back-number magazines from selling
them to distributors thereof or dealers therein, or seeking to prevent, or causing
whol esalers of magazinesto prevent newsdealersor other retailers of magazinesfrom
buying and selling second-hand or back-number magazines. A proviso was added to
the effect that nothing therein contained should prevent the petitioners from making
such arrangement with or taking such action against wholesalers and retailers of their
respective magazines as might reasonably be necessary to prevent the placing on sale
of the coverless magazines or returns for which the petitioners had reimbursed such
wholesalers and retailers.

The case was argued on the merits June 10, 1936, and was still pending at the close
of the fiscal year.

Candy Lottery cases, Chicago, Hammond, Ind., Fond du Lac, Wis., Kansas City,
Mo., and Dallas, Tex.--Eight cases of thistype were pending in various circuit courts
of appeals during the period covered by this report. Of this number, seven were
docketed during the current fiscal year, one proceeding having been instituted during
the previous year.

That proceeding, involving the Walter H. Johnson Candy Co. (Chicago), was
initiated by that corporation December 17, 1934, when it filed with the seventh circuit
(Chicago) a petition to review and set aside the Commission’s order. However, the
order in question was unanimously affirmed by the court June 29, 1935 (78 F. (2d)
717). On August 24 the corporation filed a petition for rehearing. This was denied
September 21, 1935.

OnJuly 1, 1935, Robert Hofeller, an individual trading as Bob Hofeller Candy Co.
(Chicago) filed with the seventh circuit a petition to set aside the Commission’ sorder.
Hofeller's products were sold, for the most part, through the medium of
concessionaires with, and to, operators, managers, and proprietors of, burlesque
theaters, traveling shows, tent shows, medicine shows, circuses, carnivals, and other
amusement enterprises. Briefs were filed and the case argued January 30, 1936, and
thecourt, on March 25, 1936, unanimously affirmed the Commission’ sorder. Pertinent
excerpts from the opinion follow (82 F. (2d) 647):

Theinstant caseiscontrolled by Federal Trade Commissionv. Keppel & Bro., 291 U. S. 304
Petitioner agrees that his appeal turns upon the applicability or

99567---36-----6
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nonapplicability of the Keppel ease. He differentiates the Keppel case on the ground that sales

to children was there the determining factor, but was here absent.
* * * * * * *

It cannot be denied that the persuasive argument in the Keppel case was based on thefact that
the consumers of the candy were, in the main, children. We are not satisfied, however, that the
conclusion there reached is not here applicable. It will be noted that the Supreme Court
emphasized the factor of lottery and chance in determining what constituted an unfair method
of competition, and it spoke in general terms at times without limitation to instances where the
consumers were children. The practice there disclosed was deemed offensive to some
manufacturers who refrained from adopting it and therefore suffered loss. In the Keppel case
there are many factsindicative of unfair trade methods there pointed out by the court which are
present in the instant case. Among such similarities are: inferior candy sold in the prize
packages, a relatively negligible amount of the candy was given in return for the price;
substantial diversion of trade from actual or potential competitors; sale of the candy with the
lottery feature in violation of local law; and competing manufacturers damaged by refraining
from such practices.

Hofeller subsequently petitioned the Supreme Court of the United States for awrit
of certiorari. The petition was pending in the Supreme Court at the close of the fiscal
year.

The Commission, February 29, 1936, filed with the Seventh Circuit (Chicago),
applicationsfor the enforcement of its cease-and-desist ordersin four casesinvolving
lottery methods in the sale and distribution of candy. The concerns named as
respondentswere: A. McLean & Son, and M. J. Holloway & Co., both of Chicago; the
Queen Anne Candy Co., Hammond, Ind., and The Bonita Co., Fond du Lac, Wis. These
cases were argued June 3, 1936. 2

An application for similar enforcement was filed March 2, 1935., with the Eighth
Circuit (St. Louis). This involved H. |. Sfers, an individual trading as the Sfers
Confection Co., with principal office and place of business at Kansas City, Mo. This
case was argued June 4, 1936. A decree affirming the Commission’s order and
commanding obedience thereto was entered by the court on the same day (84 F. (2d)
999).

On April 22, 1936, the Commission docketed with the Fifth Circuit (New Orleans)
an application for enforcement of its cease-and-desist order directed against the
Southern Premium Manufacturing Co. (some times trading as Ryan Candy Co.) of
Dallas, Tex. Thecourt, onJune 1, 1930, entered itsdecree affirming the Commission’s
order and directing the respondent to comply therewith.

Chicago Slk Co., Chicago.--This corporation, on June 22, 1936, petitioned the
Seventh Circuit (Chicago) to set aside the Commission’s order of April 27, 1930,
directed against the sale, in interstate commerce, by means of lottery methods
(involving the use of punch

2 The Seventh Circuit. July 1, 1936, unanimously affirmed the Commission’s orders in these 4 cases
(84 F.(2d)910).
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cards or push cards) of hosiery or lingerie. The order was based on findings to the
effect that the company’ s sal e method had the tendency and capacity unfairly todivert,
and did divert to it, trade and custom from its competitors who did not use the Same
or equivalent methods; to lessen competition in the hosiery and lingerie trade, and
deprive the public of the benefit of free competition in these trades. The case, at the
close of thefiscal year, awaited certification and printing of transcripts, and filing of
briefs and arguments.

Edison-Bell Co. Inc., and others, New York City.--During the course of hearings
beforethe Commission’ strial examiner inthiscase, the District Court for the Southern
District of New Y ork, at theinstance of counsel for the respondents, on December 20,
1935, issued a subpena directing the Commission’ s investigating attorney-examiner
in the case to testify. On the appearance of the attorney-examiner, in response to the
subpena, no application having been made to the Commission to direct him to testify
(the usual course in such cases), and counsel for the Commission having objected
thereto, the hearing was adjourned. Thereupon, counsel for the Commission appeared
before the district court and contended that the court did not have the power to issue
the subpena, pointing out that, under section 9 of the Federal Trade Commission Act,
an order of the court compelling witnesses to appear before the Commission, is to
issue only in the event of contumacy or refusal to obey a subpena theretofore issued
by the Commission, and also calling the court’ s attention to the provisions of the act
relating to the making public by any employee of the Commission of any information
obtained by it. The court thereupon (Dec. 23, 1935) vacated the subpena.

Englander Spring Bed Co., Chicago.--In this case (involving the use of alleged
fictitiousprices), an attempt was made, under section 77-B of the National Bankruptcy
Act, to halt the taking of testimony before the Commission’strial examiner.

The case was set for trial in New York City on April 29, 1936, and the respondent
so notified. Respondent thereupon, under provisions of the Bankruptcy Act, applied
to the District Court. for the Southern District of New York for a capital
reorganization, and obtained astay of all proceedingsthen pending against it. Relying
on the stay order, respondent’s principa officers disregarded the Commission’s
subpoenas requiring their appearance at the scheduled hearing.

The Commission’s attorney, questioning the applicability of the stay order to
Commission proceedings, called the case for hearing at the time set. The respondent
obtained an adjournment, ostensibly for the purpose of securing from the court a
construction of the order which would specifically include in its prohibitions any
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proceedings instituted by the Commission. Instead, the respondent applied for an
injunction to restrain the Commission and its attorney from further action in the
premises.

The Commission filed across-bill, praying that the stay order be decreed to exempt
from its terms any proceeding on behalf of the Commission; that the application for
injunction be disallowed, and that the officers theretofore subpoenaed be directed
summarily to appear and testify. The prayers of the cross-hill were allowed, and an
order entered in al respectsin conformity thereto.

Fairyfoot ProductsCo., Chicago.--Thiscorporation, on January 14, 1935, petitioned
the seventh circuit (Chicago) to set aside the Com mission’s order concerning the
company’s sale and distribution of a medicated pad for treatment of bunions, called
Fairyfoot. The Commission found that the respondent’ srepresentations had acapacity
and tendency to and did deceive retail merchants and the using public, and diverted
business from competitors honestly representing their products and preparations.

The Commission order directed the respondent and its officers, agents, and
employeesto cease and desist from representing in advertising matter, circular letters,
radio broadcasts, or otherwise, in connection with the interstate sale of its product:

That the treatment is approved by leading physicians and surgeons; that, by the use of
Fairyfoot, bunions are dissolved, pain is stopped instantly, or almost instantly, and permanent
relief follows; thefoot again resumesitsnatural appearanceand shape; bunion sufferingisended
completely, the normal functions are stimulated; the absence of irritation and the continuous
massage of the plaster plus the special Fairyfoot formula gradually reduces the bunion bump;
that Fairyfoot gently dissolvesthe swelling caused by inflammation and should restore the foot
to itsnormal appearance; it brings sure and certain relief from bunion suffering and the user can
know the pleasure of bunion-free feet, etc.

The casewas argued November 19, 1935, and the court, in an opinion handed down
December 23, 1935, unanimoudly affirmed the Commission’s order (80 F. (2d) 684).
The court said:

That petitioner’s plaster has virtue may, for the purposes hereof, be conceded * * * But this
would not justify such sweeping claims as the condemned items of this advertising matter
disclose, which were evidently intended to inducein the public mind the belief that here wasan
absolute and unfailing panacea for bunions of all kinds and degrees. Just where lies the line
between “ puffing”, which is not unlawful and unwarranted, and misleading representations in
advertising, is often very difficult of ascertainment. But in our judgment this case does not
present such embarrassment, sincethe advertising here condemnediswell beyond any “ puffing”
indulgence.

Goodyear Tire & Rubber Co., Akron, Ohio.--On April 7, 1936, the Goodyear Tire
& Rubber Company filed with the sixth circuit (Cincinnati) its petition to review and
set aside the Commission’ sorder of March 5, 1936, directing the Goodyear company,
its sub-
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sidiaries, and their officers, agents, etc., to cease and desist from discriminating in
price between Sears, Roebuck & Co. and the Goodyear company’s retail-dealer
customers, by selling automobiletires to Sears, Roebuck & Co. at net realized prices
lower than those at which the Goodyear company sold the same sizes of tires of
comparable grade and quality to individual tire dealers or other purchasers.

The Commission filed acertified transcript of the record with the court on May 18.
The next steps, in order, are: Condensation and printing of therecord (provided for by
an order of the court), filing of briefs, and oral argument.

Hires Turner Glass Co., Philadel phia.--On August 24, 1935, the Commission filed
withtheThird Circuit (Philadel phia) an application for enforcement of itsorder inthis
case. There were also filed the printed transcript and brief for the Commission.

The order directed the respondent to cease and desist from designating mirrors
having thereon a protective coating consisting of & mixture of shellac and powdered
copper, by use of such descriptions as “copper-back” mirrors, “copper-backed”
mirrors, mirrors* backed with copper”, or by other word, words, or expressions of the
same meaning or like import.

The Commission found the respondent to be in competition in interstate commerce
with the makersof the electrolytic type of “ copper-back” mirrorsand al so with makers
of ordinary mirrors. Findingswerethat “ the representations of respondent asaforesaid
in regard to its said mirrors have had and do have the tendency and capacity to
confuse, mislead, and deceive thetrade and members of the purchasing publicinto the
belief that such mirrors backed with a continuous sheath or film of solid metallic
copper whichisadherent to thereflecting medium, or that it isbacked with such afilm
of copper deposited thereon by theelectrolytic process.” Such erroneousbeliefs, it was
found, had acapacity and tendency to inducethe purchase of respondent’ smirrorsand
to divert trade to the respondent from competitors engaged in selling ordinary mirrors
and also " copper-back” mirrors made by the electrolytic process.

Respondent’ s brief wasfiled September 27, 1934, and the case was argued October
10, 1934.

Thecourt, July 11, 1935 (81 F. (2d) 3(32), unanimously affirmed the Commission’s
order. Initsopinion, after summarizing the Commission’ sfindings and the testimony
upon which they were based, the court remarked:

It may well be that, had this court been a fact-finding tribunal, it might have reached
conclusions other than those reached by the petitioner. The petitioner, however, had before it
ample evidence upon which to find that the terminology had acquired a secondary meaning,
prior to its use by the
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respondent, and that the respondent’ s mirrors did not contain the essential s of genuine copper-
back mirrors. Inasmuch asit isthe duty of the Commission to determine the facts, it is our duty

to sustain the Commissionif thereisany substantial evidence upon whichitsfindingsare based.
* * * * * * *

Even though there was no evidence of actual deception, the natural and probabl e result of the
use of descriptive names, which do not properly de scribe the respondent’s product, has the
tendency and capacity to deceive. Federal Trade Commission v. Balme, 23 F. (2d) 615.
Notaseme Hosiery Co. v. Straus, 201 Fed. 99. As was said by the Supreme Court in Federal
Trade Commission v. Alogoma Lumber Co., supra:

“The consumer is prejudiced if upon giving an order for one thing, he is supplied with
something else . .

In such matters, the publicisentitled to get what it chooses, though the choice may bedictated
by caprice or by fashion or perhaps by ignorance.”

So, if the purchaser orders a copper-back mirror in the Justifiable belief that he will receive
amirror with a backing consisting of a solid sheath of copper electrolytically applied to the
reflecting medium and receives, instead, a mirror having a backing of shellac and powdered
copper, heis prejudiced.

On December 20, 1935, the court modified the Commission’ s cease and desist order
by adding thereto a proviso to the effect “that the respondent may use such
designations as are accompanied by qualifying terms which clearly signify that the
copper backing on its mirrorsis not electrolytically applied.”

Hoffman Engineering Co., New York City.--The Commission, October 17, 1985,
filed with the Second Circuit (New Y ork City) an application for enforcement of its
order in this case.

The order was directed against what the Commission found to be unwarranted
claimsfor aSuper-Fyre Amplifying Unit, manufactured and sold by respondent for use
in connection with the ignition system of automobiles. This appliance or device was
advertised “to cause the engine to have more power and speed, to be smoother in its
running, to have less accumulation of carbon”, etc.

On November 7, 1935, the court entered its decree affirming the Commission’s
order, and commanding the respondent to comply therewith.

E. GriffithsHughes, Inc., Rochester, N. Y.--Affirmingthe Commission’ sorder inthis
case, the Second Circuit (New Y ork City), on June 3, 1935, handed down its decision
(77 F. (2d) 886).

The Commission’s order was based on findings to the effect that this concern,
engaged in the sale in interstate commerce of proprietary preparations known as
Kruschen Salts and Radox Bath Salts, falsely represented its Kruschen Saltsasacure
or remedy for obesity, and that its Radox Bath Salts, when used in the bath and as
otherwise directed, radiated oxygen in great quantities and sufficiently to produce an
invigorating and energizing effect.
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Developments in the last fiscal year were: Filing by the corporation, August 12,
1935, with the Supreme Court of the United States, of a petition for writ of certiorari
to review the decision of the second circuit; filing, on behalf of the Commission, of a
brief in opposition, and denial of the respondent company’ s petition by the Supreme
Court, October 14, 1935 (296 U. S. 617).

Ironized Yeast Co., Atlanta.--Inthiscase, the Commission’ sorder, based onfindings
supported by evidence, required the respondent to cease and desist from mailing
certain extravagant assertions concerning the medicinal properties of its product
Ironized Y east that is that the use of this product would cause to vanish over night,
indigestion, constipation, nervousness, atired feeling, or skin eruptions; that skinny
or scrawny persons or those deficient in shape or form could by use of this product
develop well-rounded and curved limbs and otherwise become transformed into
shapely persons, and similar representations.

An effort by the respondents to set aside the order was unsuccessful, the Sixth
Circuit (Cincinnati), June 3, 1935, affirmed it, with astatement that the findings of the
Commission were amply supported by evidence and legally sufficient to authorize the
issuance of the order.

On August 30, 1935, respondents petitioned the Supreme Court of the United States
for a writ of certiorari; opposition brief on behalf of the Commission was filed
September 20, and on October 14, 1935, the Supreme Court denied the petition (296
U.S. 623)

Louis Leavitt, Brooklyn, N. Y.--The Second Circuit (New Y ork City), on December
17, 1935, assessed afine of $1,000 against Louis Leavitt for violation of a decree of
that court affirming an order of the Commission directed against the misbranding of
paint products.

The Commission’s original order, issued June 9, 1925, prohibited Leavitt in
designating and describing a product sold by him in interstate commerce, from using
the terms “ Gold Seal Combination White Lead”, or combination white lead”, unless
the product so designated and described actually contained sulphate of lead or
carbonate of lead or the two in combination as its principal and predominant
ingredients“to the extent of not lessthan 50 percent by weight of the product.” L eavitt
was also forbidden from employing any other designation, brand, or label which
falsely represented therel ative quality of genuinewhitelead contained in the products
so sold by him.

Leavitt disputed the legality of the order and sought to haveit set aside. The Second
Circuit, however, on December 9, 1926 (16 F. (2d) 1019), affirmed the order, and by
its decree directed Leavitt to comply therewith. The Commission, finding that the
court’ s decree was being violated, on December 12, 1928, petitioned the
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court for issuance of a rule against Leavitt to show cause why he should not he
adjudged in contempt. The rule wasissued and, after hearing, Leavitt was adjudged
guilty and on January 17, 1929, was fined $500.

Subsequent investigation by the Commission disclosed that Laved was selling in
interstate commerce, through the medium of the Louis Laved Corporation, of which
he was president and the principal stockholder, a product labeled “Uncle Sam Zinc
(Ritz) Lead Combination”, which contained two-tenths of 1 percent of lead sul phate,
4.7 percent of zinc oxide, 7.6 percent of zinc sulphide, and 86.9 percent of barium
sulphate. Thesefactswere brought to the court’ sattention on December 16, 1935, and
L eavitt was given a second fine of $1,000.

Maisel Trading Post, Inc., Albuguer que, N. Mex.--The Commission’ sorder to cease
and desist in this case was affirmed by the Tenth Circuit (Denver, Colo.), on May 1,
1935 (77 F. (2d) 246). The order prohibited description of silver jewelry products
made partly by machinery as“Indian” or “Indian-made”, unlessit was shown in such
description whether the products so described had been rolled, pressed, or partly
ornamented by machinery.

On arehearing, the court, August 28, 1935 (79 F. (2d) 127), with the object of
eliminating certain misunderstandings which had arisen concerning theinterpretation
of the order, modified the second paragraph to read as follows:

Itisnow ordered that respondent, its agents, representatives, and employees, shall cease and
desist from designating, describing, or offering any of its silver Jewelry products for sale in
interstate commerceas” Indian” or “Indian-made” Jewelry, wherein substantial part machinery
(other than hand tools, or nonmechanical equipment, or buffing wheels for polishing) shall be
substituted for hand-hammering, shaping or ornamenting the same, unless the label stamp,
catalog, or advertising shall clearly, expressly, and legibly state the method of such manufacture
in immediate context with the descriptive terms.

A motion for interpretation of the modified order was argued June 26, 1936. The
case was awaiting decision at the close of the fiscal year.

L. & C. MayersCo., Inc., New York City.--This corporation, on December 21, 1935,
petitioned the Second Circuit (New York City) to review and set aside the
Commission’s order directed against it. This company is engaged in the business of
importing diamonds for resale; in purchasing, for resale, jewelry, silverware,
diamonds, clocks, leather goods and kindred items, and in operating a factory where
it manufactures less than 10 percent of all the jewelry handled by it.

Commission findings were to the effect that this corporation, in soliciting the sale
of and in selling the articles dealt in by it, represented itself, in catalogs sent chiefly
toindustrial concerns, cooperative buying bureaus, State and municipal governments,
and pur-
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chasing clubs, as “wholesale jewelers’, and quoted certain so-called list prices, with
discounts therefrom, for the purpose of inducing the purchasing public to buy its
products, under the belief that it was a wholesaler engaged in selling to the retail-
dealer trade, and that the purchaser was buying from it at retail-dealer prices.

However, according to findings, the so-called list prices were not list prices, but
were figures which , when reduced by the discount offered, showed the prices of its
articles as offered for sale to members of the purchasing public. The Commission’s
order directed cessation of these practices.

Certification and printing of the transcript of record, the filing of briefs, and ora
argument await the outcome of a hearing before the Commission with reference to
modification of its order.

WardJ. Miller, Kalamazoo, Mich.--On October 21, 1935, the Commissionfiledwith
the Sixth Circuit (Cincinnati) an application for enforcement of its order directed
against thisrespondent, an individual trading under the name Amber-Ita, and engaged
in the sale and distribution of a preparation of the same name as atreatment and cure
for diabetes. There werefiled, with the application, a printed transcript of the record,
and brief.

As aresult of this petition, the Court, on December 3, 1935, entered its decree
affirming the Commission’s order, and commanding the respondent to comply
therewith.

National Association of Counter Freezer Manufacturers, Chicago.--Membersof this
association, on October 2, 1935, filed with the Supreme Court of the District of
Columbiaapetition for writ of mandamus, praying that the court issuearuledirecting
the Federal Trade Commission to take jurisdiction of certain allegations originaly
made in its complaint against the International Association of Ice Cream
Manufacturers (charging unlawful restraint of competition in the ice cream business)
, and subsequently stricken out, on motion of arespondent.

Subsequent devel opmentshavebeen: Filing by the Commission of itsanswer, return,
and motion to dismiss the petition; filing, by International Association of Ice Cream
Manufacturers, of a motion for leave to intervene; filing of a motion to strike the
Commission’ s answer and motion to dismiss by the National Association of Counter
Freezer Manufacturers, the joinder of issue by the Commission thereon, and
subsequent action of the court in granting this motion only insofar asit related to the
Commission’s motion to dismiss; filing of an amended answer by the Commission;
granting of the motion of the International Association for leave to intervene; filing,
by the original petitioners, National Association of Counter Freezer Manufacturers,
of a demurrer to the amended answer of the Commission and the answer of the
intervenor, and denial, March 20, 1936, of the petition for writ of mandamus.
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The case has been appealed to the Court of Appealsfor the District of Columbia.

C. J. Ozment, S. Louis.--The Commission instituted in the Eighth Circuit (St.
Louis), January 29, 1936, proceedings for enforcement of its order against C. J.
Ozment, of that city, anindividual doing business under the trade names and styles of
Ozment’ sInstruction Bureau, Ozment’ s Bureau, and I nstruction Bureau, and engaged
in selling by means of the United States mails, courses of instructions purporting to
qualify applicants for or subscribers thereto, and to enable them to succeed in
competitive examinations with credits sufficient to entitle them to be appointed to
positions in the United States Government.

V ariousmisrepresentationswith respect to such examinations, to positionsavailable
in the Federal service, sdaries, hours of work, etc., were mentioned in the
Commission’ sfindings of fact, supported by astipulation of facts. The order directed
discontinuance of the unfair competitive methods.

The court, February 10, 1936, entered its decree affirming the Commission’ s order,
and directed the respondent to comply therewith.

Pacific States Paper Trade Association, and others, of San Francisco, and pointsin
California, Washington, Oregon, and Utah.--The Commission, on May 21, 1936, filed
with the Ninth Circuit (San Francisco), apetition for arulerequiring the Pacific States
Paper Trade Association, its officers and members, and the officers and members of
local associationsaffiliated therewith , to show causewhy they should not be adjudged
in contempt of that court for having disobeyed itsdecree of May 2, 1927, affirming the
Commission’s cease and desist order directed against price-fixing agreements in the
sale of paper and paper products in interstate commerce.

Therulewasissued on June 8. Therespondentswererequired, on or before October
13, 1936, to show cause why they should not be adjudged in contempt.

Benjamin D. Ritholz, Chicago.--The Commission, on December 16, 1935, filed with
the Seventh Circuit (Chicago) application for enforcement of its order to cease and
desist against the respondent Ritholz, an individual conducting a laboratory in
Chicago, and engaged since 1932 in the sale and distribution, in interstate commerce,
of dental plates.

According to the Commission’ s findings, these plates, under a plan conceived and
widely advertised by Ritholz, were made by him from impressions taken by members
of the publiclocated in various States and forwarded by them to Ritholz at his Chicago
laboratory.

The Commission’s order prohibited Ritholz from representing in any manner,
including the use of testimonial s or endorsements, or through newspapers, magazines.
the radio, circulars, pamphlets, photo-
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graphs, etc., that the dental plates so made by him were of a value greater than their
actual value; that he made properly fitting and satisfactory dental plates from
impressions of the mouth taken by laymen for whose use such plates were intended;
that he adopted and was using in the manufacture of such plates the same scientific
methods as dentists; that his plates would give full power of mastication, restore the
natural facial expression, or enablethe purchasersto wear themwith easeand comfort,
and other similar exaggerations.

After argument, June 2, 1936, the court affirmed the Commission’s order from the
bench.

Rossett Manufacturing Cor poration, New York City.--This corporation , March 30,
1936, filed with the Second Circuit (New York City) its petition to review and set
aside the Commission’s cease and desist order, directed against representations that
the petitioner, engaged in the sale of hats and caps in interstate commerce, was a
manufacturer, unlessand until it actually owned plants whereits products were made.

The Commission, upon reconsideration of thematter and beforefilingwith the court
a certified transcript of the record, vacated and set aside its findings and order and
dismissed the complaint.

Standard Education Society, and others, Chicago.--The Commission filed with the
Second Circuit (New Y ork City) , on January 20, 1936, an application for enforcement
of its cease and desist order against the respondents Standard Education Society,
Standard Encyclopedia Corporation, H. M. Stanford, W. H. Ward, and A. J. Greener,
all of Chicago, and engaged in the sale and distribution, in interstate commerce, of
encyclopedias or reference works, so-called extension services, and works of fiction.

The order, which has been in effect since 1931, was directed against misleading
advertisements and representations as to the date of printing, prices, and methods of
saleand distribution of respondents’ publications, and editorial services, testimonials
and recommendations rendered or received in connection therewith.

With the application for enforcement there were filed a printed transcript of the
record before the Commission and brief.

A subsegquent development has been the argument and overruling of respondents
motion to dismiss as to the individual respondents the Commission's application for
enforcement. This action was taken June 8, 1936. The case awaited filing of the
respondents’ brief and argument at the close of the year.

Viscose Co. and others, New York City.--This case, the so-called rayon case,
involved alleged conspiracy to stifle competition in the price of rayon yarn.

During the course of hearings and after several postponements granted at the
respondents’ request, certain witnesses refused, on the
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ground of in health, to respond to subpoenas duces tecum issued by the Commission.
Thereupon the Commission applied to and obtained from the United States Court for
the Southern District of New York, on January 29, 1936, orders compelling these
witnesses to appear before the Commission’s trial examiner on February 5, 1936, to
testify and produce the desired documents.

The witnesses, on February 4, obtained a stay until February 14, to enable them to
undergo medical examination. On February 7, on motion of Commission counsel, the
stay was modified, and the court ordered the witnesses to submit themselves to a
committee of doctorsfor examination between February 14 and 21. Thereport of the
doctors was filed February 24, pronouncing the witnesses able to testify.

A further motion by the Commission was granted March 3, and the court compelled
the witnesses to testify on March 18 before the trial examiner. This proceeding was
still pending at the chose of the year.

Walker’s New River Mining Co., Elkins, W. Va.--The Commission filed with the
Fourth Circuit (Richmond) , April 20, 1935, an application for enforcement of itsorder
to cease and desist in this case, also a printed transcript of the record, and brief.

According to the Commission’ sfindings of fact, theterm“New River” isappliedto
acoal field or district in West Virginia within the counties of Fayette, Raleigh, and
Greenbrier, near the New River, and numerous operators produce from minesin this
field, coal of adistinctly high grade, which they have advertised and sold for many
years as “New River” coal Because of its reputation, the name “New River” has
become an asset of great value to the operatorsin thisfield. The respondent company
extracts coal from the Cheat Mountain coa field, in Randolph County, w. Va., but
according to findings, sells it in interstate commerce as “New River” coal. The
Commission’s order was to stop this practice.

Therespondent’ sanswer to the application for enforcement wasfiled May 20, 1935,
and its brief on June 11. The case was argued at Asheville, N. C., June 13, and the
court, October 8, 1935, unanimously affirmed the Commission’s order (79 F. (2d)
457). In the course of its opinion, it said:

That the brand “New River” coal hasacquired aparticular significanceinthe coal trade, both
to the dealer and the consumer, cannot be doubted; that this result has been brought about, as
found by the Commission, by the expenditure of large sums of money by the coal operatorsin
the New River field (geographically) is undisputed. This being true, these operators have
acquired something of value and are entitled to be protected in the use of it. That the use of these
words is of value is shown not only by the testimony, but isto be presumed from the fact that
the respondent has shown itself so anxious to use and continue to use the words “New River”
inits business
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without having in any way contributed to the efforts which gave the words their peculiar value
inthe coal trade. That such a course on the part of the respondent constitutes an unfair method
of competitionis plain.

* * * * * * *

The order of the Commission was fully warranted by the facts and the law; was made by an
experienced body created by Congress for the purpose of deciding questions of this character
and the order to cease and desist is affirmed.

TABLESSUMMARIZING LEGAL WORK OF THE COMMISSION AND COURT
PROCEEDINGS, 1915-36

TABLE 1.--Preliminary inquiries.

1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925

Pending beginning of

year 0 4 12 32 19 29 61 68 147 102 191
Instituted during year 119 265 402 611 843 1,197 1,070 1,223 1,234 1568 1,612
Total for disposition 119 269 474 643 862 1,136 1,131 1,291 1,381 1,670 1,803
Closed after

investigation 3 123 259 292 298 351 500 731 897 1,157 1,270
Docketed as applications

for complaints 112 134 153 332 535 724 563 413 382 322 357
Total disposition during

year 115 257 442 624 833 1,075 1,063 1,144 1,279 1479 1,627
Pending end of year 4 12 32 19 29 61 68 147 102 191 176

1926 1927 1925 1929 1930 1931 1932 1933 1934 1935 1936
Pending beginning of
year 176 298 328 224 260 409 307 423 478 760 185
Instituted during year 1,483 1,265 1,331 1,469 1505 1,380 1,659 1,593 2,151 847 837
Total for disposition 1,659 1,563 1,659 1,693 1,765 1,789 1,966 2016 2,629 1,607 1,022
Closed after
investigation 1,075 942 1,153 1,049 1,050 1,150 1,319 1,274 1597 935 624
Docketed as applications
for complaints 256 293 282 384 296 332 224 264 272 487 257
Total disposition during
year 1361 1,235 1435 1,433 1,35 1482 1543 1538 1,869 1,422 911
Pendingendof year 298 325 224 260 409 307 423 478 760 185 111

CUMULATIVE SUMMARY TO JUNE 30,1936

Inquiries instituted 25,634
Closed after investigation 18,059
Docketed as applications for complaints 7,434
Tota disposition 25,523
Pending June 30, 1936 111

TABLE 2.--Export trade investigations

1922 1923 1924 1925 1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936
Pending beginningof year 53 35 79 43 10 16 29 42 40 27 17 8 4 0 O

Instituted during year 100 79 16 11 52 54 68 20 1m 7 2 1 0 0 O
Total for disposition 63 114 9 54 62 70 97 62 51 34 19 9 4 0 0

Disposition during year 25 35 52 4 46 41 55 22 24 17 11 5 4 0 O
Pending end of year 35 79 43 10 16 29 42 40 27 17 8 4 0 0 0



CUMULATIVE SUMMARY TO JUNE 30, 1936

Investigations instituted 384
Total disposition 384
Pending June 30,1936 0



88 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION
TABLE 3.--Applications for complaints

1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1926
Pending beginningof year 0 104 130 188 280 389 554 467 458 572 555
Applicationsdocketed 112 134 153 332 535 724 426 382 416 377 340
Rescissions:
To complaints 0 0 0 0 0 0 0 0 0 0 0
Settled by stipulations to
ceaseand desist-C. T.E O 0 0 0 0 0 0 0 0 1 1
Settled by stipulations to
ceaseand desist- S.B. | 0 0 0 0 0 0 0 0 0 0 0
Settled by acceptance of
T.P.C.rules 0 0 0 0 0 0 0 0 0 0 0
Dismissed for lack of
merit 0 0 0 0 0 0 0 5 6 4 3
Closed for other reasonsl O 0 0 0 0 0 0 0 0 0 0
Total for disposition 112 238 283 520 815 1,113 980 854 880 954 909

To complaints 0 3 16 80 125 220 156 104 121 143 118
Settled by stipulations to

cease and desist--C. T.EO 0 0 0 0 0 0 0 0 3 5
Settled by stipulations to

cease and desist--S. B. | O 0 0 0 0 0 0 0 0 0 0
Settled by acceptance of

T.P.C.rules 0 0 0 0 0 0 0 0 0 0 0
Dismissed for lack of merit8 105 79 160 301 339 357 292 187 243 298
Closed for other reasons1 0 0 0 0 0 0 0 0 0 0 0

Tota disposition during
year 8 108 95 240 426 559 513 396 308 389 421

Pending end of year 104 130 188 280 389 554 487 458 572 565 488
1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936
Pending beginning of
year 488 420 457 530 843 753 754 440 476 469 634
Applications docketed 273 292 334 679 535 511 378 404 376 913 1,221
Rescissions:
To complaints 0 0 0 0 2 2 0 0 0 0 0
Settled by stipulations to
ceaseand desist-C. T.E 1 0 2 2 3 5 3 3 1 6 8
Settled by stipulations to
ceaseand desist-S.B.1 0 O 0 0 0 0 0 0 3 4 12
Settled by acceptance of
T.P.C.rules 0 0 0 1 3 2 0 0 0 0 0
Dismissed for lack of
merit 4 0 0 0 3 4 1 0 3 1 12
Closed for other reasonsl 0 0 0 0 0 0 0 0 0 1 3
Total for disposition 766 712 793 1,212 1,389 1,277 1,136 850 859 1,394 1,888
To complaints 57 45 58 100 171 110 90 52 98 259 382
Settled by stipulation to
cease and desist-C.T.E 102 80 68 118 244 160 123 9% 111 228 301
Settled by stipulations to

ceaseand desist-S.B.l 0 0 0 0 31 48 209 85 90 129 243
Settled by acceptance of

T.P.C.rules 2 3 19 17 32 5 6 3 0 1 0
Dismissed for lack of

merit 185 127 118 134 158 205 268 138 91 66 4
Closed for other reasonsl 0 0 0 0 0 0 0 0 0 77 273

Total disposition during
year 846 255 268 369 636 523 696 374 390 760 1,203

Pendingend of year 420 457 530 843 753 754 440 475 469 634 685
CUMULATIVE SUMMARY TO JUNE 30, 1936

Applications docketed 9,847
Rescissions:
To complaints 7
Settled by stipulations to cease and desist-C. T. E 2 34
Settled by stipulations to cease and desist-S. B. | 19
Settled by acceptance of T. P. C. rules 6
Dismissed for lack of merit 46
Closed for other reasons’ 4
Tota for disposition 9,963
To complaints 2,508
Settled by stipulations to cease and desist-C. T. E 1,639
Settled by stipulations to cease and desist-S. B. 1 830
Settled by acceptance of T. P. C. rules 85

Dismissed for lack of merit 3,863



Closed tor other reason 350
Total disposition 9,278
Pending June 30, 1936 685

1 Thisclassification includes such reasons as death, business or practice discontinued, private controversy, controlling court decisions,
etc.

2 CT. 0. designates stipul ations concerning general unfair practices negotiated for the Commission by its chief trial examiner. S.B.
I. means stipulations handled by the special board of investigation in cases of false and misleading advertising. T. P. C. indicates trade
practice conference.



TABULAR SUMMARY OF LEGAL WORK 89
TABLE 4.--Complaints
1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925
Pending beginning of
year 0 0 5 10 86 133 287 312 257 232 264
Complaints docketed 0 5 9 154 135 308 177 111 144 154 132
Orders to cease and desist:
Contest 0 0 0 0 0 0 0 0 0 4 0
Consent 0 0 0 0 0 0 0 0 0 1 0
Default 0 0 0 0 0 0 0 0 0 0 0
Settled by stipulation,
toceaseanddesist O O 0 0 0 0 0 0 0 0 0
Settled by acceptance
of T.P.Crules 0 0 0 0 0 0 0 0 0 0 0
Dismissed for lack of
merit. 0 0 0 0 0 0 1 0 1 1 0
Closed for other
reasons 1 0 0 0 0 0 0 0 0 0 0 0
Total for disposition 0 5 14 164 221 441 465 423 402 392 39
Complaints rescinded 0 0 0 0 0 0 0 0 0 0 0
Orders to cease and deist:
Contest 0 0 3 71 75 110 116 74 28 45 30
Consent 0 0 0 0 0 0 0 17 54 47 43
Default 0 0 0 0 0 0 0 0 0 0 0
Settled by stipulations
toceaseand desist 0 0 0 0 0 0 0 0 0 0 8
Settled by acceptance of
T.P.Crules 0 0 0 0 0 0 0 0 0 0 0
Dismissed for lack of
merit 0 0 1 7 13 44 37 75 88 36 97
Closed for other
reasons 1 0 0 0 0 0 0 0 0 0 0 0
Total disposition during
year 0 0 4 78 88 154 153 166 170 128 176
Pending end of year 0 5 10 86 133 287 312 257 232 264 220
1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936
Pending beginning of
year 220 152 147 136 198 275 225 208 144 115 218
Complaints docketed 82 76 84 149 172 110 92 53 97 280 386
Orders to cease and desist:
Contest 0 0 1 0 0 0 0 0 0 0 2
Consent. 0 0 0 0 0 0 1 0 0 0 8
Default 0 0 0 0 0 0 0 0 0 1 2
Settled by stipulations
toceaseand desist 0 0 0 0 0 0 0 0 0 0 0
Settled by acceptance
of T.P.Crules 0 0 0 0 0 0 0 0 0 0 0
Dismissed for lack of
merit 0 1 0 0 0 0 0 0 0 0 0
Closed for other reasons 0 0 0 0 0 0 0 0 0 0 0
Total for disposition 282 229 212 285 370 385 318 261 241 396 616
Complaints rescinded 0 0 0 0 3 2 1 3 0 0 0
Orders to cease and desist:
Contest 28 34 38 56 36 87 39 37 39 54 75
Consent 16 18 8 7 1 14 18 25 61 70 85
Default 0 0 2 4 1 7 6 4 11 2 1
Settled by stipulations to
cease and desist 3 1 3 3 3 4 2 1 1 1 0
Settled by acceptance of
T.P.Crules 0 5 5 1 0 1 0 6 0 0 0
Dismissed for lack of
merit 83 24 20 16 41 45 44 41 13 38 18
Closed for other reasons 0 0 0 0 0 0 0 0 1 13 18
Total disposition during
year 130 82 76 87 95 160 110 117 126 178 197
Pending end of year 152 147 136 198 275 225 208 144 115 218 419
CUMULATIVE SUMMARY TO JUNE 30, 1936
Complaints 2,870
Orders to cease and desist:
Contest 7
Consent 10
Default 3
Settled by stipulations to cease and desist 0
Settled by acceptance of T.P.C. rules 0



Dismissed for lack of merit 4
Closed for other reasons 1 0
Total for disposition 2,894

1 This classification includes such reasons as death, business or practices discontinued, private controversy, controlling court
decisions, etc.
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TABLE 4.--Complaints--Continued

CUMULATIVE SUMMARY TO JUNE 30, 1936--Continued

Complaints rescinded 9
Ordersto cease and desist:
Contest 1,075
Consent 494
Default 38
Settled by stipulations to cease and desist 28
Settled by acceptance or T.P.C. rules 18
Dismissed for lack or merit 781
Closed for other reasons 1 32
Total disposition 2,475
Pending June 30, 1936 419

1 This classification includes such reasons as death, business or practices discontinued, private
controversy, controlling court decisions. etc.

COURT PROCEEDINGS--ORDERS TO CEASE AND DESIST
TABLE 5.--Petitions for review--lower courts

1919 1920 1921 1922 1923 1924 1925 1925 1927

Pending beginning of year 0 2 8 13 9 4 14 9 8
Appeaed 4 9 18 5 5 15 6 5 4
Total for disposition 4 11 26 18 14 19 20 14 12
Decisions for Commission 1 0 1 4 5 1 6 5 4
Decisionsfor others 1 3 11 5 4 4 3 1 2
Petitions withdrawn 0 0 1 0 1 0 2 0 3
Total disposition during year 2 3 13 9 10 5 11 6 9
Pending end of year 2 8 13 9 4 14 9 8 3

1928 1929 1930 1931 1932 1933 1934 1935 1935

Pending beginning of year 3 3 35 3 8 15 2 1 3
Appeaed 4 34 1 10 22 3 1 5 6
Total for disposition 7 37 36 13 30 18 3 8 9
Decisions for Commission 3 1 4 3 1 2 2 3 4
Decisions for others 1 1 26 1 11 13 0 0 0
Petitions withdrawn 0 0 3 1 3 1 0 0 0
Total disposition during year 4 2 33 5 15 16 2 3 4
Pending end of year 3 35 3 8 15 2 1 3 5
CUMULATIVE SUMMARY TO JUNE 30,1936
Appealed 157
Decisions for Commission 50
Decisions for others 87
Petitions withdrawn 15
Total disposition 152
Pending June 30, 1936 5

Thistable lists acumulative total of 87 decisions against the Commission isthe United States Circuit
Courts of Appeals. However the Grand Rapids furniture (veneer) group (with 25 different docket
numbers) isinreality 1 case, with 25 different subdivisions. twastried briefed, and argued as 1 case, and
was so decided by the court of appeals. The same holdstrue of the curb-pump group (with 12 different
subdivisions), the Royal Milling Co. group (with 6 different subdivisions), and the white Pine cases (12
subdivisions), Inreality. therefore, these 55 docket numbersmean but 4 cases and, if casesand not docket
numbers are counted, the total of adverse decisions would be 36.
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TABLE 6.--Petitions for review--Supreme Court of the United Sates

1919 1920 1921 1922 1923 1924 1925 1921 1927

Pending beginning of year 0 0 1 3 3 1 0 4 6
Appealed by Commission 0 2 2 4 5 0 5 2 1
Appealed by others 0 0 0 0 2 1 1 3 1

Total for disposition 0 2 3 7 10 2 8 0 8
Decisions for Commission 0 0 0 2 0 0 0 0 8
Decisions for others 0 1 0 0 5 1 0 0 2
Petitions withdrawn by Commission 0 0 0 0 1 0 0 0 0
Certiorari denied Commission 0 0 0 2 1 0 1 2 1
Certiorari denied others 0 0 0 0 2 1 1 1 1

Total disposition during year 0 1 0 4 9 2 2 3 7

Pending end of year 0 1 3 3 1 0 4 8 1

1928 1929 1930 1931 1032 1933 1934 1935 1936

Pending beginning of year 1 0 1 0 0 0 1 0 0
Appealed by Commission 0 0 1 1 0 8 12 0 0
Appesled by others 0 2 0 0 1 0 1 0 4
Total for disposition 1 2 2 1 1 8 14 0 4
Decisions for Commission 0 0 0 0 0 6 13 0 0
Decisions for others 0 0 1 1 0 0 1 0 0
Petitions withdrawn by Commission 0 0 1 0 0 0 0 0 0
Certiorari denied Commission 0 0 0 0 0 1 0 0 0
Certiorari denied others 1 1 0 0 1 0 0 0 8
Total disposition during year 1 1 2 1 1 7 14 0 8
Pending end of year 0 1 0 0 0 1 0 0 1
CUMULATIVE SUMMARY TO JUNE 30, 1936
Appealed by Commission 43
Appesled by others 15
Total appeaded 59
Decisions for Commission 24
Decisions for others 12
Petitions withdrawn by Commission 2
Certiorari denied Commission 8
Certiorari denied others 12
Total disposition 58
Pending June 30, 1936 1

TABLE 7.--Petitions for enforcement--Lower courts

1919 1920 1921 1922 1923 1924 1925 1926 1927

Pending beginning of year
Appealed

Total for disposition
Decisions for Commission
Decisions for others
Petitions withdrawn

Total disposition during year

Pending end of year
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TABLE 7.--Petitions for enforcement--lower courts--Continued

1928 1929 1930 1931 1932 1933 1934 1935 1936
2
12
14

Pending beginning of year
Appealed
Total for disposition
Decisions for Commission
Decisions for others
Petitions withdrawn
Total disposition during year
Pending end of year
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CUMULATIVE SUMMARY TO JUNE 30, 1936

Appealed 50
Decisions for Commission 31
Decisions for others 4
Petitions withdrawn 9
Total disposition
Pending June 30, 1936

ok

TABLE 8.--Petitions for enforcement--Supreme Court of the United States

1919 1920 1921 1922 1923 1924 1925 1926 1927

Pending beginning of year
Appealed by Commission
Appealed by others

Total for disposition
Decisions for Commission
Decisions for others
Certiorari denied others

Total disposition during year

Pending end of year
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1928 1929 1930 1931 1932 1933 1934 1935 1936

Pending beginning of year 0 0 1 0 0 0 0 0 0
Appealed by Commission 0 1 0 0 0 0 0 0 0
Appealed by others 1 0 1 0 0 0 0 0 0

Total for disposition 1 1 2 0 0 0 0 0 0
Decisions for Commission 0 0 0 0 0 0 0 0 0
Decisions for others 0 0 1 0 0 0 0 0 0
Certiorari denied others 1 0 1 0 0 0 0 0 0

Total disposition during year 1 0 2 0 0 0 0 0 0

Pending end of year 0 1 0 0 0 0 0 0 0

CUMULATIVE SUMMARY TO JUNE 30, 1936
Appealed by Commission 1
Appealed by others 3
Total appeaded 4

Decisions for Commission 0

Decisions for other, 2

Certiorari denied others 2

Total disposition 4
Pending June 30, 1936 0
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TABLE 9.--Court proceedings-miscellaneous lower courts

1919 1920 1921 1922 1923 1924 1925 1926 1927

Pending beginning of year
Appealed by Commission
Appealed by others

Total for disposition
Decisions for Commission
Decisions for others
Petitions withdrawn by Commission
Petitions withdrawn by others

Total disposition during year

Pending end of year
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1928 1929 1930 1931 1932 1933 1934 1935 1936

Fending beginning of year 5 3 2 1 1 2 1 0 0
Appealed by Commission 0 2 0 1 0 1 0 0 4
Appesled by others 2 1 2 0 2 0 2 0 1
Total for disposition 7 6 4 2 3 3 3 0
Decisions for Commission 1 4 1 1 1 2 2 0 4
Decisions for others 1 0 1 0 0 0 0 0 0
Petitions withdrawn by Commission 2 0 0 0 0 0 0 0 0
Petitions withdrawn by others 0 0 1 0 0 0 1 0 0
Total disposition during year 4 4 3 1 1 2 3 0 4
Pending end of year 3 2 1 1 2 1 0 0 1
CUMULATIVE SUMMARY TO JUNE 30, 1930
Appealed by Commission 21
Appesled by others 20
Total appealed 41
Decisions for Commission 22
Decisions for others 11
Petitions withdrawn by Commission 4
Petitions withdrawn by others 3
Total disposition 40

Pending June 30,1930 1
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TABLE 10.--Court proceedings-Miscellaneous--Supreme Court of the United States

1919 1920 1921 1922 1923 1924 1925 1926 1927

Pending beginning of year
Appealed by Commission
Appealed by others

Total for disposition
Decisions for Commission
Decisions for others
Certiorari denied Commission
Certiorari denied others

Total disposition during year

Pending end of year
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1928 1929 1930 1931 1932 1933 1931 1935 1936

Pending beginning of year
Appealed by Commission
Appesled by others

Total for disposition
Decisions for Commission
Decisions for others
Certiorari denied Commission
Certiorari denied others

Total disposition during year

Pending end of year
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CUMULATIVE SUMMARY TO JUNE 30, 1936

Appealed by Commission 7
Appesled by others 2
Total appealed 9

Decision for Commission
Decisions for others
Certiorari denied Commission
Certiorari denied others
Total disposition 9
Pending June 30, 1936 0
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PART I1l. TRADE-PRACTICE CONFERENCES
HISTORY AND PURPOSE OF TRADE-PRACTICE CONFERENCE PROCEDURE

Thetrade-practice conferenceisthelogical development of theeffortsof the Federal
Trade Commission, in cooperation with industry, to protect the public from unfair
methods of competition and to raise the standards of business practices.

The Division of Trade-Practice Conferences, created by the Com mission on April
19, 1926, is charged with the duty of coordinating and facilitating the work incident
to holding trade-practice conferences and of encouraging cooperation between
business as a whole and the Commission in serving the public interest. The
Commission, as early as 1919, utilized the procedure of holding conferences with
industry for the purpose of eliminating unfair methods of competition and trade
abuses.

The trade-practice conference affords a means whereby representatives of an
industry may voluntarily assemble and under the auspices of the Federal Trade
Commission, consider prevailing unfair trade practicesand collectively agreeupon and
providefor their abandonment, thus placing all membersof theindustry concerned on
anequally fair competitive basisinsofar asunfair trade practi cesare concerned. Under
this procedure a business or industry takes the initiative in establishing self-
government by making its own rules of business conduct, subject to approval by the
Commission.

Through these Conferences the same results are achieved as by issuance of formal
complaints by the Commission, but without bringing charges or employing any
compulsory process. The procedure is predicated on the theory that the primary
concern of the Federal Trade Commission isthe public interest. Itsimportance to the
public consists in bringing widespread relief from the harmful effects of unfair
methods of competition which otherwise might not be accomplished in years, and in
the saving of public funds which otherwise would be spent in conducting trials of
many cases.

Sincetheinauguration of thisactivity by the Commission, trade-practice conference
proceedings have been held under the Commission’s auspices for more than 170
industries of varied character, comprising memberships of from several hundred to
many thousand.

97
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VOLUNTARY AGREEMENTSUNDER N. I.R. A. EXTENDED

Under the President’s Executive Order No. 7192, dated September 26, 1935,
authority was delegated to the Commission, under the National Industrial Recovery
Act, as extended, to approve trade-practice provisions of voluntary agreements, it
being provided therein that such agreements should Contain labor provisions. Ap-
proval by the Commission of the trade-practice provisions in these agreements was
conditioned upon the approval by the President of the labor provisions Contained
therein. Taking advantage of this suggested procedure, 22 industries submitted
voluntary agreements. Concerning the proposed trade-practice provisions contained
in four of the voluntary agreements, public hearings were held to afford interested
parties opportunity of offering any suggestions or objections pertinent thereto. None
of the proposed voluntary agreements having received Presidential approval asto the
labor provisions, thetrade-practiceprovisionsaccordingly did not receivethe Commis-
sion’s approval.

The authority for promulgation of voluntary agreements under the National
Industrial Recovery Act, as extended, expired April 1, 1936, the date of the
termination of the act.

TRADE-PRACTICE CONFERENCE PROCEEDINGS

With respect to applications filed with the Commission for trade-practice
conferences, trade-practice rules as proposed by anumber of industries were rel eased
by the Commission to afford all interested parties opportunity to present objections,
if any, to the proposed rules. Public hearings were held in Washington and el se-where
for the reception of such objections. Industries presenting proposed rules for which
conference proceedings were held during the fiscal year, were: Buff and polishing
wheel manufacturers; cotton converting industry (embracing the following industry
branches: Clothiers’ linings other than all-cotton; corset, brassiere, and allied trade
fabrics; all-cotton clothiers’ linings; converted curtain and drapery fabrics; shirting
fabrics; wash goods fabrics; inter-linings, and bleached goods) ; fertilizer industry;
spiral tube and core manufacturers; fire extinguishing appliance manufacturers;
juvenile wheel goods manufacturers; ladies'” handbag manufacturers; paper drinking
straw manufacturers; preserve manufacturers; radio receiving set manufacturers;
school supplies and equipment distributors; steel tubular and fire-box boiler
manufacturers; vegetable ivory button manufacturers; rubber tire industry; private
home study schools; and Douglas fir plywood manufacturers.

Before final action is taken by the Commission on rules proposed for an industry,
they are released to the public for a period of 15
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daysto afford interested parties opportunity to offer objections or suggestions.

Trade-practice conference proceedingsfor thefollowingindustriesadvanced during
thefiscal year to the stage of final promulgation of rules: Wholesaletobaccotrade, fire
extinguishing appliance manufacturers, and vegetable ivory button manufacturers.
Proceedings were virtually completed during the year for the following industries
(although the remaining steps necessary for promul gation of the rulesin each instance
were not taken until shortly after the close of the fiscal period): Paper drinking straw
manufacturers; buff and polishing wheel manufacturers; cotton converting industry
(including the eight branches above mentioned); and flat glass manufacturers and
distributors.

Rules promulgated by the Commission are sent to members of the industries
concerned, accompanied by acceptance blanks which they are requested to sign and
return to the Commission.

In addition to public hearings and trade-practice conferences, approximately 300
informal conferenceswere held with representatives of different industriesrespecting
pending applications for conferences or other phases of the Commission’s trade-
practice conference work.

OUTLINE OF PROCEDURE

Thefirst requisite of atrade-practice conference is an expression of desire on the
part of a substantial mgjority of the members of an industry to eliminate unfair
methods of competition and trade abuses and to improve competitive conditions. The
procedureis as follows:

I. Method of applying for atrade- practice conference.--Before authorizing atrade-
practice conference, the Commission assuresitsel f that the hol ding of such conference
is desirable and to the best interest of the industry and the public. An application, in
the form of a petition or informal communication, should contain the following
information:

1. A brief description of the business for which the conference is intended, stating
al so the products manufactured or the commaoditiesdistributed, and approximating the
annual volume of production, volume of sales, capitalization of the industry, or like
items, so asto furnish an idea of the size and importance of the industry.

2. Theauthority of the person or persons making the application must al so be shown.
If the application is made by an association executive, aresolution showing the action
of the association should be submitted, together with a statement showing the
percentage of the entire industry represented by the association membership, which
may be given on the basis of volume of business, or numerically, or both. If the
application comes from an unorganized group, the per-
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centage of the entire industry represented by the group applying for the conference
should be indicated.

3. The application should state whether the conferenceisintended for all branches
of the industry, or is to be limited to a particular branch or branches thereof. If the
resolutions to be adopted by manufacturers, for example, are confined to practices
which do not materially affect distributors, there would be no particular reason for
including distributors; however, if the proposed action involves distribution, the
distributors should be included.

4. The application should set out the various unfair methods of competition, trade
abuses, and uneconomic and unethical practices alleged to exist in the industry at the
time the application is filed and which the industry desires to eliminate through the
medium of atrade-practice conference. Thisdoes not mean, however, that discussion
at the conferenceislimited to the particul ar subjects thus proposed, asthe conference
itself constitutes an open forum wherein any practice existing in the industry may be
brought forward as a proper subject for consideration. Any resolutions submitted by
a committee or member of an industry prior to the holding of a trade-practice
conference aretentative, and their introduction does not prohibit other members of the
industry from presenting new or different resolutions.

If convenient, the application should be accompani ed by acompleteand accuratelist
of the names and addresses, of all firmsin theindustry, or such list may be furnished
shortly after the application is filed. This list should be divided or symbolized to
indicate thetypesof concerns, that is, manufacturers, distributors, and so forth, which
areto be included in the conference.

I1. Procedure following authorization by the Commission.--After aconference has
been authorized by the Commission, atime and place are arranged and acommissioner
or member of the Commission’ sstaff isdesignated to preside. Anyone engaged in the
industry for which the conference is authorized may participate. Resolutions are
introduced, discussed, and, if necessary, amended before adoption by the conference.

Following receipt of the official transcript of the conference proceedings by the
Commission, the rules adopted are transmitted to the Commission with appropriate
recommendations. Therulesapproved by the Commission arethen sent toacommittee
of theindustry appointed to cooperate with the Commission, with the request that said
committee indicate, on behalf of the industry, its acceptance of the rules. Following
such acceptance, every member of the industry whose name and address is available
to the Commission is furnished a copy of the Commission’s action, together with an
aC_
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ceptance card which he is requested to sign and return to the Commission indicating
his purpose to comply with the rules.

After atrade-practice conference has been held, the Commission retains an active
interest in the observance of the rules adopted by the industry and approved by the
Commission.

GROUP | AND GROUP Il RULES

Rules approved by the Commission which relateto practicesviolative of thelaw are
designated asgroup | rules. Other resol utions adopted by theindustry, and received by
the Commission as expressions of the trade on the subjects covered, are placed in
group II.

Explanation of group | rules.--The unfair trade practices embraced in group | rules
are considered to be unfair methods of competition or illegal competitive methods
within the statutes and decisions of the Federal Trade Commission and the courts, and
appropriate proceedings in the public interest will be taken by the Commission to
prevent the use of such unlawful practicesin or directly affecting interstate commerce.

Explanation of group Il rules.--The trade practices embraced in group Il rules do
not, per se, constitute violations of law. They are considered by the industry either to
be unethical, uneconomical, or otherwise objectionable; or to be conducive to sound
business methods which the industry desires to encourage and promote. Such rules,
when they conform to the foregoing specifications and are not violative of law, will
be received by the Commission, but the observance of said rules must depend upon
and be accomplished through the cooperation of the members of the industry
concerned, exercised in accordancewith existinglaw. Where, however, such practices
are used in such manner asto become unfair methods of competition in commerce or
a violation of any law over which the Commission has jurisdiction, appropriate
proceedings will be instituted by the Commission asin the case of violation of group
| rules.



PART 1V. SPECIAL PROCEDURE IN CERTAIN TYPES OF
ADVERTISING CASES

NEWSPAPER, MAGAZINE, AND RADIO ADVERTISING
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PART 1V. SPECIAL PROCEDURE IN CERTAIN TYPES OF
ADVERTISING CASES

NEWSPAPER, MAGAZINE, AND RADIO ADVERTISING

Fal se and misleading advertising matter as published in newspapers and magazines
and asbroadcast over theradioissurveyed and studied by aspecial board set up by the
Federal Trade Commission in 1929. This board, known as the Special Board of
I nvestigation, consists of three Commission attorneys designated to conduct hearings
and specialize in this class of cases.

Misrepresentation of commodities sold in interstate commerce is a type of unfair
competitionwith which the Commission hasdealt under authority of the Federal Trade
Commission Act since its organization. By 1929, it had become apparent that
mi srepresentationsembodied in fal seand misleading advertisingintheperiodical field
was of such volume that it should receive specialized attention from the Commission.

Since that time the Commission, through its special board, has examined the
advertising columns of newspapers and magazines, and since 1934 commercial
advertising continuitiesbroadcast by radio it hasnoted any misleading representations
appearing in this material, and has al so received from the public complaints of false
and misleading advertising. Each representation so noted and each complaint received
from the public is carefully investigated, and, where the facts warrant, and informal
procedure does not result in the prompt elimination of misleading claims and
representations, formal procedure is instituted. While a number of orders have been
issued requiring the respondents to cease and desist from advertising practices
complained of, in amajority of casesthe matters have been adjusted by means of the
respondent signing a stipulation agreeing to abandon the unfair practices.

The Commission believes its work in this field has contributed to the general
improvement which has occurred in the last few yearsin the character of advertising.

Newspaper and magazine advertising.--In reviewing advertisements in current
publications, the Commission, through its special board, hasfound it advisableto call
for some periodicals on a continuous basis, due to the persistently questionable
character of the advertisements published. However, as to publications generaly, it
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is physically impossible to review, continuously, all advertisements of a doubtful
nature; also, it is found unnecessary to review all the issues of publications of
recognized high ethical standard wherethe publisherscarefully censor all copy before
acceptance.

Withthissituationinmind, the Commission hasfoundit of material valueto procure
periodicalsin cognate groups asto type or class, volume of circulation, and character
of field of distribution, such asagricultural, fiction, informational, movie, trade, sales
promotion, and the like. Advertisements of similar character, purpose and appeal are
thus assembled and reviewed to advantage in arelated manner.

During the last fiscal year, the Commission examined 96,939 advertisements
appearing in newspapers and magazines and noted 9,074 as contai ning statementsthat
appeared to be false or misleading. These 9,074 advertisements formed the basis of
1,865 prospective cases.

Radioadvertising.--The Commission began thereview of advertising copy broadcast
over the radio at the beginning of the fiscal year 1934-35. At the outset, the
Commission, through the Special Board of Investigation, made a survey of al
commercial continuities, coveringthebroadcastsof al radio stationsduring July 1934.
The volume of returnsreceived and the character of the announcementsindicated that
a satisfactory continuous scrutiny of current broadcasts could be maintained with a
limited force and at small expense, by adopting a plan of grouping the stations for
certain specific periods.

Consequently, beginning with September 1934, quarterly calls have been issued to
individual radio stations according to their licensed power and location in the five
radio zones established by the Federal Communications Commission. These returns
cover specified 15-day periods.

National and regional networks, however, respond on a continuous weekly basis,
submitting copiesof commercial continuitiesfor all programswhereinlinked hook-ups
are used involving two or more affiliated or member stations.

Producers of electrical-transcription recordings submit regular weekly and monthly
returns of typed copies of the commercial portions of all recordings manufactured by
them for radio broadcast. As the actual broadcast of a commercial recording is not
alwaysknowntothe manufacturer of acommadity being advertised, the Commission’s
knowledge of current transcription programsis supplemented by special reportsfrom
individual stations from time to time, listing the programs of recorded transcriptions
with essential data as to the names of the advertisers, and the articles sponsored.
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The combined material received from the individual stations for specified periods,
from the weekly returns on regional and national network broadcasts, and from the
specia transcription reports, furnishes the Commission with representative and
specific data on the character of radio advertising which has proven of great valuein
its efforts to curb false and misleading trade representations.

During thelast fiscal year, the special board received copiesof 299, 334 commercial
broadcastsby individual radio stationsand 38,109 commercial broadcastsby networks,
or chain Originating key stations. The broadcasts from the independent stations
averaged 1% pages each and from the networks 10 pages each.

The special board and its staff read and marked about 947,000 pages of typewritten
copiesduring theyear, an average of 3,105 pages every working day. Of these, 19,572
commercial broadcastswere marked as containing representations that appeared to be
false or misleading. These broadcasts were assembled in 1,314 prospective cases for
further review and procedure in instances that appeared to requireit.

In its examination of advertising, the Commission’s purposeisto prevent false and
misleading representations. It does not undertake to dictate what an advertiser shall
say, but rather indicates what he may not say. Jurisdiction is limited to cases which
have a public interest as distinguished from a mere private controversy, and which
involve practices held to be unfair to competitorsin interstate commerce.

The Commission is receiving the helpful cooperation of the nearly 600 active
commercia and radio stations and of newspaper and magazine publishers generaly,
and notes a desire on the part of these broadcasters and publishers to aid the
Commission in the elimination of false and misleading advertising.

Methods of procedure in advertising cases.--If aperiodical or radio advertisement
appears on its face to be mideading, the Commission sends a questionnaire to the
advertiser, requesting a sampleof his product, if thisis practicable, and a quantitative
formula, if the product is a compound, and a so requests copies of all advertisements
published during the year, together with copiesof all booklets, folders, circulars, form
letters, and other advertising literature used. Upon receipt of this data, the claims,
sample, andformulaarereferredto an appropriate technical agency of the Government
for scientific opinion. Upon receipt of thisopinion, theadvertisingiscarefully studied,
and a list of numbered excerpts made that appear to require justification or
explanation. A copy of thisnumbered list and acopy of the opinionsreceived are sent
to the advertiser, who may then sub-
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mit such evidence as he thinks may justify or explain the representations in his
advertising.

An advertiser may answer by correspondence, or upon request:, may confer in
person with the special board.

Shouldtheadvertiser justify therepresentationsthat have been questioned, theboard
reportsthe matter to the Commission with the recommendation that the case be closed
without prejudice to the right of the Commission to reopen it should it become
necessary. Should he be unable to justify any material statement in his advertising
which the board has reason to believe is false or misleading, the board re ports the
matter to the Commission with recommendation that the case be docketed, and the
entire matter referred back to the board for negotiation of a stipulation or agreement
to abandon the unfair representations alleged, providing the advertiser desires to
dispose of the matter in that manner.

If the Commission approves such recommendation, the board then prepares a
stipulation and forwards it to the advertiser for execution. If the advertiser objectsto
any of the provisions of the stipulation, he may negotiate further by mail or in person,
and when a stipulation has been agreed to and signed by the advertiser, the matter is
again reported to the Commission with recommendation that the stipulation be
accepted and the case closed.

Experience has shown that the elimination of unfair methods of competition can be
accomplished not only by cease-and-desist orders but by stipulation. Not only isthe
stipulation method effective and speedy, but it is also inexpensive for both the
Government and the respondent.

Number of cases handled.--During the last fiscal year the Commission, through its
special board, instituted the stipulation procedure in 823 cases, negotiated 247
stipulations, and settled and closed by its various methods of procedure atotal of 883
cases. The board recommended that complaints be issued in 35 cases for failure to
execute stipulations and in 9 cases for violating stipulations. In eight cases the board
recommended that complaints be issued without giving the advertisersan opportunity
to stipulate because of grossdeception or danger to the publicinvolvedinthe practices
in which they were engaged.

In 584 casesthe board recommended filing the assembled data and cl osing the cases
without prejudice to the right of the Commission to reopen them at any time the facts
warranted. A few of these cases were closed because the Post Office Department had
issued fraud orders against the respondents concerned. Others were closed because
the parties respondent had discontinued advertising or selling with-
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out intent to resume, and others because the advertisers were able to justify their
claims.

At the beginning of thefiscal year 344 cases were pending before the special board,
and at the end of the year 284 cases were pending.

Commission has access to scientific services.--Effective cooperation continued
throughout the year with other departments of the Government. The Commission has
access to the laboratories, libraries, etc.,, of various agencies of the Federa
Government, including the Bureau of Standards, the Public Health Service, and the
Food and Drug Administration of the Department of Agriculture, to which it refers
mattersfor scientific opinion. 1n addition, the Commission obtains medical and other
scientific information and opinions from hospitals, clinics, and laboratories when
necessary. Inthismanner the Commissionisableto arriveat unprejudiced judgments
in matters coming before it.
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PART V. FOREIGN-TRADE WORK

The Commission’s foreign-trade activities, conducted by its export trade section,
under direction of the chief counsel, include administration of the Export Trade Act,
commonly known asthe Webb-Pomerenelaw, and inquiries under section 6 (h) of the
Federal Trade Commission Act as to trade conditions in and with foreign countries
whereassociations, combinations, or practicesof manufacturers, merchants, or traders,
or other conditions, may affect the foreign trade of the United States.

PROVISIONS OF THE EXPORT TRADE ACT

The Export Trade Act passed in 1918 authorizes the formation of combines or
associations engaged solely in export trade, to which are granted certain antitrust
exemptions. The purpose of the law isto promote export trade.

Section 1 of the act: defines export trade as “ solely trade or commerce in goods,
wares, or merchandise exported, or in the course of being exported from the United
States or any Territory thereof to any foreign nation”, defining also trade within the
United States, and the term

Sections 2 and 3 grant exemption from the Sherman Act and section 7 of the Clayton
Act to such an export group, provided there shall be no restraint of the export trade of
adomestic competitor, no artificial or intentional enhancement or depression of prices
within the United States, and no substantial lessening of competition or other restraint
of trade in this country.

Section 4 extends the provisions of the Federal Trade Commission Act to unfair
methods of competition employed in export trade against competitors in such trade,
even though the acts constituting such unfair methods are done without the territorial
jurisdiction of the United States.

Section 5 provides for the filing of papers and reports with the Commission by a
Webb-Pomerene law group, and for procedure in case of violation of the law.

OPERATION OF EXPORT ASSOCIATIONSIN 1935

Productsinvoiced at approximately $137,685,000 wereexported by Webb-Pomerene
law groups in 1935. These exports, compared with 1934, are as follows:
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Association exports for the years 1934 and 1935

1934 1935

Metal, and metal products, copper, iron and steel, metal lath,

machinery, railway equipment, pipes and valves, screws,

electrical apparatus, and signal apparatus $27,000,000 $20,250,000
Products of mines and wells, crude sulphur, phosphate rock,

petroleum products, and carbon black 53,000,000 55,875,000
Lumber and wood products, pine, fir, redwood, walnut,

hardwood, plywood, tool handles, barrel shooks, and wood

naval stores 1 8,500,000 9,450,000
Foodstuffs, such as milk, meat, sugar, flour, fresh fruit, canned

fruit, and dried fruit 21,300,000 16,500,000
Other manufactured goods, rubber, paper, abrasives, cotton

goods, buttons, and chemicals 36,000,000 35,610,000

145,800,000 137,685,000
1 Naval storesonly in 1935

Lumber exports showed an increase, but keen competition of European woods,
preferential tariffs in the United Kingdom, and labor strikes on the Pacific coast,
proved handicaps to American lumber exporters.

In metal productsincreased production by foreign competitors, and the how prices
guoted by them, resulted in adrop in exports from this country. Use of compensation
marks in Germany, and continued depreciation of the Japanese yen, made it possible
for foreign companiesto undersell American products, although in some cases price
reductions were made to meet the foreign competition.

In exportation of products of mines and wells there was some improvement. In
foodstuffs exports were lower in 1985, duein part to price reductions, but especialy
to increased duties, quota plans, and other restrictions designed to protect home
markets in countries where the production of foodstuffs has been encouraged by
governmental measures.

In some countries exchange restrictions have been lightened, and there is sufficient
improvement in economic conditions to be reflected in purchasing power. But
generally the “hand-to-mouth” buying policy has been continued, and export
associations have been seriously handicapped by the scarcity of dollar exchange and
continued restrictions on imports abroad.

Newly organized groups during the year included: Wood Naval Stores Export
Association, comprising 4 companies in Mississippi Louisiana, and Delaware, with
headquartersin Wilmington; American Box Shook Export Association, comprising 12
companies in Georgia, Virginia, New York, Massachusetts, Illinois, New Mexico,
California, and Washington State, with headquartersin Washington, D. C.; Plate Glass
Export Corporation, comprising 3 companies in Pennsylvania and Ohio, with
headquartersin Pittsburgh; and the California Prune Export Association, comprising
6 companies in that State, with headquarters in San Francisco.
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ADVANTAGESIN EXPORT TRADE COMBINATION

Associations reporting during the year note the foll owing advantages obtained from
operation under the Export Trade Act: Reduction of selling expense through
cooperative effort; more effective canvassing of foreign fields; stabilized prices at
moreprofitablelevels; uniformity incontracts, shipping documents, and salespolicies;
standardization of grades; improvement in packing and marking; substantial savings
in bank charges, freight rates, and insurance; inspection service; reduction in credit
losses; elimination of unfair claims from buyers; obtaining for members necessary
current information concerning foreign market conditions; ability to meet foreign
competition, especialy from selling combines; negotiating to advantage with
purchasing combines; and ability tofill orderspromptly and satisfactorily, or tofurnish
a full cargo, by drawing upon the combined source of supply represented by the
association membership.

FOREIGN TRADE SERIESNO. 2

In October 1935, the Commission issued a pamphlet entitled “ Foreign Trade Series
No.2, Practice and Procedure Under the Export Trade Act”, explaining me purpose of
thelaw, itsprovisions, thefiling of paperswith the Commission, Webb-Pomerenelaw
organization and Operation, advantages obtained by export groups, the products
exported, associations formed in 1918 to 1935; and, in the appendix, the first-report
form for export trade associations and text of the lawsinvolved. Copiesare available
for distribution upon request to the Commission.

WEBB-POMERENE LAW ASSOCIATIONSFILING PAPERS
Forty-five Webb-Pomerene law associations were on file with the Federal Trade

Commission on June 30, 1936, the membership comprising companies scattered
throughout the States, from coast to coast.

American Box Shook Export Associa- American Spring Manufacturers Ex-
tion, Barr Building, Washington, D. C. port., Association, 30 Church Street,

American Hardwood Exporters, Inc., New York City.
Queen and Crescent Building, New American Tire Manufacturers Ex-
Orleans. port Association, 30 Church Street, New

York City.

American Locomotive Sales Corpora California Dried Fruit Export Asso-
tion, 30 Church Street, New Y ork City. ciation, 1 Drumm Street, San Francisco.

American Paper Exports, Inc., 75 California Prune Export Association,
West Street, New York City. 1 Drumm Street, San Francisco.

American Provisions Export Co., 80 Carbon Black Export, Inc., 500 Fifth
East Jackson Boulevard, Chicago. Avenue, New York City.

American Soda Pulp Export Associa- Cement Export Co., The, 270 Broad-



tion, 230 Park Avenue, New Y ork City. way, New Y ork City.
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Copper Exporters, Inc., 26 Broadway,
New York City.

Douglas Fir Exploitation & Export
Co., Henry Building, Sesttle.

Durex Abrasives Corporation, 63
Wall Street, New Y ork City.

Electrical Apparatus Export Associa-
tion, 541 Lexington Avenue, New Y ork
City.

Export Petroleum Association, Inc.,
67 Wall Street, New York City.

Export Screw Association of the
United States, 23 Acorn Street, Provi-
dence, R. I.

Florida Hard Rock Phosphate Ex-
port Association, Savannah Bank &
Trust Building, Savannah, Ga.

Genera Milk Co., Inc., 19 Rector
Street, New York City.

Goodyear Tire & Rubber Export Co.,
1144 East Market Street, Akron, Ohio.

Grapefruit Distributors, Inc., Daven-
port, Fla.

Inter-America Exporters, Inc., 11
Broadway, New Y ork City.

Metal Lath Export Association, 47
West Thirty-fourth Street, New Y ork
City.

Northwest Dried Fruit Export Asso-
ciation, Title & Trust Building, Port-
land, Oreg.

Pacific Flour Export Co., care of
Fisher Flouring Mills Co., Sedttle.

Pecific Forest Industries, Tacoma
Building, Tacoma, Wash.

Phosphate Export Association, 393
Seventh Avenue, New Y ork City.

Pipe Fittings & Valve Export Asso-
ciation, 1421 Chestnut Street, Philadel-
phia.

Plate Glass Export Corporation,
Grant Building, Pittsburgh.

Redwood Export Co., 405 Montgom-
ery Street, San Francisco.

Rubber Export Association, 19 Good-
year Avenue, Akron, Ohio.

Shook Exporters Association, Stahl-
man Building, Nashville, Tenn.

Signal Export Association, 74 Trinity
Place, New York City.

Standard Oil Export Corporation, 30
Rockefeller Plaza, New Y ork City.

Steel Export Association of America,
75 West Street, New Y ork City.

Sugar Export Corporation, 120 Wall
Street, New York City.

Sulphur Export Corporation, 420 L ex-
ington Avenue, New Y ork City.

Textile Export Association of the
United States, 40 Worth Street, New
York City.

United States Alkali Export Associa-
tion, Inc., 11 Broadway, New Y ork City.

United States Handle Export Co.,
Piqua, Ohio.

Walnut Export Sales Co., Inc.,
Twelfth Street and Kaw River, Kansas
City, Kan.

Walworth International Co., 60 East
Forty-second Street, New Y ork City.

Western Plywood Export Co., Ta-
conia Building, Tacoma, Wash.

Wood Naval Stores Export Associa-
tion, 1220 Delaware Trust Building,
Wilmington, Del.

TRUST LAWSAND UNFAIR COMPETITION IN FOREIGN COUNTRIES

Under section 6 (h) of the Federal Trade Commission Act, the Commission notesthe
following measures involving trust laws and unfair competition in foreign countries

Argentina.--A new grain act was passed in September 1935. Fixing of minimum
prices will continue, as will fixing of basic prices at which the grain board will
purchase from producers for resale to exporters at world prices. A corporation of
meat producers was formed by the Government in January 1935, extending export
markets and thereby raising internal prices. Other boards and commissions are in
operation for the sugar, wine, dairy, cotton, and yerbe mate industries. Decree of
November 26, 1935, provided new
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regulationsfor unfair advertising in labels, containers, wrappers, literature, and radio
announcements.

Australia.--Benefit paymentsweremadeto growersduring theyear under the Wheat
GrowersRelief Actand theWheat Bounty Act, part of theamount having been derived
fromasalestax onflour. A compulsory pool and acommonwealth marketing system
areunder consideration. The Dairy Products Act, consolidating variousexport levies,
assured producers of a domestic price above ex-port parity.

Austria.--TheGovernment’ sprice-raising program, effectivein 1935, wasmodified
in 1936 by a new policy including a plan to dissolve the antiprice-cutting courts and
active attempts to lower the price of foodstuffs.

Belgium.--Under a decree dated January 13, 1935, providing for regulation of
production and distribution by cartels or trade associations, a number of industries
have entered into agreements to prevent the creation of new means of production or
the enlargement of existing plants. A law effective on January 7, 1935, created a
national coal office to control production and fix prices. A decree of February 26,
1935, supplemented that of December 23, 1934, to curb sales of stock, and a decree
of July 9, 1935, created a banking commission which will also control issuance of
securities.

Brazl.--The Minimum Salary Act, January 14, 1936, provided for commissions to
beset upinregional districtsfor the purpose of determining minimumwages. Law No.
178, January 9, 1936, regul ated sales of sugarcane by plantersto mill owners. Other
control organizations include the national coffee department and the cocoa institute.

Bulgaria.--The Industrial Law of October 12, 1935, gives governmental authority
to control industrial expansion, to forbid erection of new plants, or check renovation
and expansion of established enterprises in industries which are deemed to have
reached the saturation point. A ministerial order published November 13, 1935,
amendsthelaw regarding trade and industrial names, and prescribes detailed rulesfor
the marking of piece goods, to avoid misrepresentation.

Canada.--In addition to the Trade and Industry Commission Act, the Economic
Council Act, and the Wheat Act, referred to in the Commission’s last annual report,
Canadian legidation in 1935 included: The Relief Act, Prairie Farm Rehabilitation
Act, Social Insurance Act, Fair Wages and hours of Labor Act, Minimum WagesAct,
Fisherman’ sLoan Act, DominionHousing Act, ExchangeFund Act, Fruit, V egetables,
and Honey Act, and an Act to Provide for Limiting the Hours of Work in Industrial
Undertakings.
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The following laws were amended in 1935: The Combines Investigation Act, the
Companies Act, section 498A of the Criminal Code, the Natural Products Marketing
Act, Precious Metals Marking Act, Canadian Farm Loan Act, Farmers Creditors
Arrangement, Customs Tariff Act, Patent Act, Public Works Construction Act, Live
Stock and Live Stock Products Act, and Weights and Measures Act. The Economic
Council Act of 1935, and section 98 of the Crimina Code dealing with unlawful
associations were repealed in 1936.

In decisions rendered by the Supreme Court of Canadain June 1936, the Farmers
Creditors Arrangement Act and the 1935 amendmentsto section 498A of the Criminal
Codewere held valid; the Dominion Trade and Industry Commission Act was upheld
in part; the Natural Products Marketing Act and the Social Insurance Act were held
invalid. Asto the Minimum Wages Act, the Limitation of Hours of Work Act, and the
Weekly Rest in Industrial Undertakings Act, thevote of thejusticeswasthreeto three.
Appeal may be taken to the Privy Council in London.

Roya Commissions were appointed in 1936 to investigate the textile industry and
the importation and distribution of anthracite coal. A code of fair competition and
business practice for the retail trade, effective in Alberta in 1936, included labor
provisions and price fixing, and prohibited the use of loss leaders, the giving of
gratuities or secret rebates, fal se advertising, misleading statements, and other unfair
methods.

Colombia.--Law N0.87, 1935, established a section in the Ministry of Industry and
Labor to promote industrial activities and the establishment of new industries.

Cuba.--The Law against Clandestine Industries and Commerce, August 21, 1935,
declared illegal and punishable by fine the operation of industries and commerce
which involve manufacture or sale without complying with certain provisions. Law
No. 165 of 1935 and decree laws No.52 of 1935 and N0.825 of 1936, provided for a
National Board of Trade representative of businessinterestsand governmental offices.
Decree Law No0.822, April 13, 1936, provided for a National Technical Fertilizer
Commission to regulate the importation, manufacture, and sale of fertilizers, and
fertilizer materials.

Czechoslovakia.--The Industrial Law passed in 1935 required industries to remain
in production unless authorized by Government to close. A business that is operating
at a profit will not be permitted to close and thereby add to the unemployment
problem. A decree effective on May 9, 1935, Law N0.251 of December 22, 1935, and
Decree No.70 of March 27, 1936, regulated single-price stores, prohibited changein
|ocation or establishment of new stores, and limited
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the products that may be sold. A law defining installment sales and setting forth the
rights of the parties was passed in 1935. The Grain Monopoly Act, effective July 13,
1935, continued the monopoly created by law in 1934, which controls the purchase
and sale of all domestic and foreign grain, including also flour and mill products. A
bill for revision of the Cartel Act wasintroduced in 1936. On May 1, 1936, therewere
787 agreements in operation on the cartel register.

Denmark.--The Danish Grain Law, August 3, 1935, imposed taxes on certain grain
imports, the proceeds to be used for agricultural aid. This act was amended on April
7, 1936.

Dominican Republic.--Law N0.929, June 21, 1935, regulated the hours of work in
commerce and industry.

Ecuador.--Decree N0.209, issued in March 1936, established a control board to
regulate fruit exports and imposed export taxes to be used in aid of domestic
production. A National Economic Council to coordinate governmental policy was
created by executive decree in 1935. Similar councils are functioning in Colombia,
Chile, Mexico, and Peru.

Egypt.--Decree Law N0.108, September 19, 1935, established surtaxes on imports
to compensate for exchange dumping.

Estonia.-Under the Control of Industry Law, April 1, 1936, the Minister of
Economic Affairsisauthorized to exercise awide control over al typesof industries,
in order to prevent unfair competition and to safeguard economic interests. Existing
plants may not be extended or new plants established without license from the
Ministry.

France.--A seriesof decreessignedin July and August 1935included provisionsfor
price control, agricultural encouragement, foreign-trade control under aquotasystem,
investment saf eguards, banking regulations, and other trade measures. Further decrees
in October 1935 provided for various administrative reforms, including: Modification
of company legidlation; amendments to regulations for the stock and commaodity
markets; control of the manufacture and sale of gas-protection apparatus ; reduction
of the bounty allowed spinners; provisions for the fixing of maximum prices for
essential foodstuffsin the colonies; requirement that enterprises holding concessions
or receiving subsidies must utilize French vessels only; various modifications of the
wheat-control legislation, including withdrawal of the bounty on exports, withdrawal
of the tax on wheat used in the manufacture of flour, special reductionsinland |eases
and interest rates on farm loans, reductions in fertilizer prices, and provisions for
confiscation of wheat surplus in an effort to reduce the production of wheat. The
building of new flour mills and increase in grinding capacity are prohibited.
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A decreelaw on October 30, 1935, authorized acompul sory industrial agreement for
the silk manufacturing industry, if subscribed to by two-thirds of the manufacturers
representing three-fourths of the means of production ; but a vote in the industry on
December 1 failed to obtain the required support. A bill for the compulsory
cartellization of the spinning industry wasintroduced in December 1935. A decreefor
the control of production of naval stores was published on March 29, 1936. A law
dated March 22, 1936, prohibited the opening of new shoe stores or factories, or
change in size, increase, or displacement of plants during 2 years, without authority
of the Minister of Commerce and Industry. A law of March 22, 1936, prohibited the
establishment of new One-price stores during the period of 1 year ; stores aready
established are prohibited from creating new departments for the sale of one-price
merchandise, or from establishing new branches.

Germany.--1ndustry hasbeen organizedinto groupsunder theguild principle. Cartel
supervision has been intensified, agreements are subject to consent of the Minister of
Economics ; more compulsory cartels have been formed. Prices of goods produced
from foreign raw materials are regulated by the Government. Special supervision of
prices by the Price Commissioner has been removed. Production may be regulated by
decrees on aquota basis.

Regulationsforbid dismissal of workers, expansion of existing plants, or erection of
new plants, without authorization.

Aspart of the Reichs Food Estate, numerousassoci ationsare operating under control
of the Minister of Agriculture, with authority to regulate production, sale, prices, and
price spreads of agricultural products, including processed goods. Special privileges,
credits, and subsidies have been granted to producers of some agricultural products.
Export subsidies are raised by levies on industry, the wholesale trade (including
imports), and on agricultural products.

The land reform movement has continued, including division of large estates,
reclamation of waste lands, and operation of the inheritance tax law under which
Government authorization must be obtained for mortgage, sale, or division of land.
Foreign trade is conducted largely through clearing, payment, or barter agreements.
Exchange was under control of the Minister of Economics until April 1936 when
authority of the Prime Minister over foreign exchange and raw materials was
announced. A number of decrees and ordinances have been issued regulating
advertising.

Great Britain.--Under the Agricultural Marketing Act, 1931, amended in 1933,
regulationswere in effect in 1936 for market control of hops, fluid milk, pigs, bacon,
and potatoes ; restriction of imports was applied to certain meat products, fat cattle,
processed milk,
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eggs, and potatoes. The beet-sugar subsidy, inaugurated in 1925 for a 10-year period,
was extended; a hill presented in 1936 would continue the subsidy and create a
marketing board and apermanent commissionto control the production of growersand
factories. Amalgamation of sugar millsis also proposed.

The wheat subsidy provided by the Wheat Act of 1932 has been continued ; amilk
subsidy wasinstituted in July 1934, for a 2-year period ; a subsidy on cattle and beef
has been effective since September 1934. Under the Cotton Spinning Industries Act,
1936, a spindles board is empowered to acquire property and machinery for the
purpose of eliminating redundant machinery inmills. The Coal Minesbill, introduced
in 1936, would amend the act of 1930 and extend the coal control to 1942; the most
controversial portion concerns compulsory amalgamation of mining interests. A
specia committee of the Board of Trade recommended extension of part | of the
Safeguarding of Industries Act, which would otherwise have expired on August 19,
1936.

International--The British steel industry joined the Continental Steel Cartel under
ab5-year agreement effectivein August 1935, and South African producers signed a5-
year agreement in February 1936. Japanese manufacturers joined the International
Nitrogen Syndicate in January 1936. The European potash cartel has been joined by
the newly developed industry in Palestine. An international agreement is reported
between coke producers in Britain, Germany, Netherlands, Belgium, and possibly
Poland, under which export quotaswill be determined and pricesfixed. The European
citric acid cartel, established in 1934, now includesthe Italian industry and synthetic
producers in England, Belgium, Czechoslovakia, and France.

Trade agreements of great interest to American exporters and importers were
concluded by the United States under the Trade Reciprocity Act of 1934; with
Colombia on September 13, 1935, effective on May 20, 1936 ; with Canada on
November 15, 1935, effective on January 1, 1936; with Honduras on December 18,
1935, effective on March 2, 1936 ; with Netherlands (Netherlands in Europe,
Netherlands India, Surinam and Curacao) on December 20, 1935, effective February
1, 1936; with Switzerland on January 9, 1936, effective on February 15, 1936; with
Nicaragua on March 11, 1936, not yet effective; with Guatemala on April 24, 1936,
effective on June 15, 1936; with France and its colonies, dependencies and
protectorates other than Morocco, on May 6, 1936, effective on June 15, 1936; and
with Finland on May 18, 1936, not yet effective.

Italy.--A Royal decreelaw, July 28, 1935, created aGovernment monopoly to handle
all imports of coal, copper, nickel, tin, and rela-
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tive scrap. Special export subsidiesare effective on agricultural productsproduced in
surplusquantities. Other measuresto encourageagricultural productionincludeliberal
credit terms, lowering of interest rates on farm|oans, reclamation projects, restriction
of imports, milling regulations, and prize offers. All wheat supplies are under control
of the Ammassi Collectivi, with authority to fix prices to be paid by the millers.
Economicreformsincludenationalization of key i ndustrieswhich supply requirements
for national defense, effected in 1936; the Institute for Industrial Reconstruction
already held capital stock in the industries affected.

Japan.--A recently established National Reconstruction Commission will study the
production of farm products and make recommendations for agricultural aid. The 5-
year plan instituted in 1932 has greatly stimulated the production of wheat. Rice
production and marketing are regulated under the Rice Control Act. Special aid has
also been given to the silk cocoon industry. A plan under discussion in 1936 involves
creation of an export raw silk sales control association, which would establish prices
and trade practices and regul ate exports. New machinery for the control of production
and exportation of rayon textileswill be set up in 1936 by the Ministry of Commerce
and Industry and representatives of the manufacturers and export associations.

Netherlands.--A commission of the Economic Council was appointed in 1985 to
regulate commercial and industrial agreements, to promote cooperation, and
discourage unsound competition, and to prevent the formation of pernicious
monopolies. A bill introduced in 1936 would control the establishment of retail,
craftsman’s, and small industrial shopsrequiring Government license, dependent upon
proof of business ability and financia capacity. The production and marketing of
agricultural products are controlled by monopoly agencies under the Farm Crisis Act
of 1933 ; import fees are used to finance agricultural relief.

Netherlands East Indies.--An ordinance on July 1, 1935, empowered the
Government to fix prices of necessities of life. The Crisis Import Ordinance of 1933
was amended in November 1935. The Industrial Control Ordinance of 1934, which
gaveto the Government authority to regulate definite branches of industry, restrict the
expansion of existing plants, or thefounding of new units, wasappliedin 1935to dairy
farms, warehousing and docking, printing houses, cigarettefactories, riceand weaving
mills. A packing ordinance on May 17, 1935, imposed regulations concerning the
labeling of goods.

Newfoundland.--An act passed on March 24, 1936, repealed the antidumping
provisions of the tariff law.
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New Zealand.--The Primary Products Marketing Act, 1936, provided for a new
department, under aMinister of Marketing, authorizedto handle, pool, transport, store,
and market all dairy produce and other primary products under ownership or control
of the Government; to take over thedutiesof the Executive Commission of Agriculture
in control of export trade in such products; to supervise acts of the Dairy Board, and
to enter into negotiations with foreign countries for agreements in promotion of
reciprocal trade.

Panama.--The Nationalization of Commerce Law, 1934, imposing a tax on
merchants classified as“surplus’, was declare unconstitutional by the Supreme Court
in adecision dated December 18, 1935.

Paraguay.--An antidumping law was passed October 26, 1935.

Poland.--Inan effort to equalize industrial and agricultural prices, railroad ratesand
prices of cartel goods and commaodities produced by Government monopolies have
been reduced by decree. Subsidies have been paid on anumber of agricultural exports,
in order to support domestic prices. Other aids to farmers include restriction of
agricultural imports, rebatesonfertilizersandtool simported for farmuse, loans, credit
adjustments, and reduction of interest on farm indebtedness. The Cartel Law was
amended November 27, 1935 ; the Minister of Industry and Commerce may not only
suspend agreements but may order the dissolution of cartels. A decreeissued May 7,
1936, placed al foreign trade under control of a special com-mission, with a plan
similar to that existing in Germany.

Portugal .--Law N0.1936, March 18, 1936, for control of economic associations
handling consumer goods, prohibits agreements for abusive restriction of production,
transportation, or trade.

Salvador.--Law No. 177, January 6, 1936, declared the el ectric power industry to be
apublic utility and created a commission to supervise all enterprises engaged in the
production, transmission, and distribution of electric power for public use.

Spain.--Agricultural measures include reform laws passed on August 1 and
November 9, 1935, and a number of emergency decrees. The Agrarian Reform
Institute may declare certain estates of public utility, and these may be expropriated
for use of agricultural laborers. Government efforts to support the wheat market,
effective in 1935, including price fixing, control of sales, and segregation of stocks,
were abandoned by Government decree in April 1936; the practice of granting
subsidiesto cotton growers was al so abandoned.

Union of Socialist Soviet Republics.--A new constitution was announced in June
1936.

Union of South Africa.--Maize traders were required to export 50 percent of their
purchasesin 1935, and on all shipments above that quota, the Minister of Agriculture
guaranteed an increased price, this

99567---36-----9
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plan having been designed to increase the domestic price. A wheat control board was
established by the Wheat Industry Control Act, No. 58, of 1935. The Customs and
Excise Amendment Act of Southern Rhodesia, 1935, included antidumping provisions.

Uruguay.--A law effective on December 26, 1935, provided for organization of a
National Milk Producers’ Cooperativeto handlethe national supply of milk and dairy
products, with authority to expropriate processing plants, fix prices, and determine
guantities to be handled. Government assistance to the live-stock industry, through
bounties on exports and revaluation of land, was continued in 1935 and 1936.

Venezuela.--Under a decree of December 21, 1935, an export subsidy was granted
to coffee growers. This was superseded by a decree on January 27, 1936, which
granted subsidies to growers of coffee and other agricultural products, and export
subsidies on coffee, cacao, sugar, cattle, hides and other cattle products, timber and
other forest products, oleaginous seeds and their produce, fruits and vegetables, rum
and alcohol, tobacco and its products, and corn and its products.

Yugoslavia.--A decree dated December 14, 1935, extended supervisory powers of
the Government under the Cartel Act of 1934, and prescribed procedure for the
Ministry of Commerce and Industry and the Cartel Court.
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FISCAL AFFAIRS
APPROPRIATION ACTS PROVIDING FUNDS FOR COMMISSION WORK

The Independent Offices Appropriation Act, 1936 (Public, No. 2, 74th Cong.),
approved February 2, 1935, provides funds for the fiscal year 1936 for the Federal
Trade Commission as follows:

For five commissioners, and for al other authorized expenditures of the Federal
Trade Commission in performing the duties imposed by law or in pursuance of law,
including secretary to the Commission and other persona services, contract
stenographic reporting services ; supplies and equipment, law books, books of
reference, periodicals, garage rentals, traveling expenses, including not to exceed
$900 for expenses of attendance, when specifically authorized by the Commission, at
meetings concerned with the work of the Federal Trade Commission, for newspapers
and press clippings not to exceed $400, foreign postage, and witness feesand mileage
in accordance with section 9 of the Federal Trade Commission Act ; $1,373,309:
Provided, That the Commission may procure supplies and services without regard to
section 3709 of the Revised Statutes (U. S. C., title 41, sec. 5) when the aggregate
amount involved does not exceed $50.

For all printing and binding for the Federal Trade Commission, $30,000.

Total, Federal Trade Commission, $13,309.

The First Deficiency Appropriation Act, fiscal year 1935 (Public., No.21, 74th
Cong.), approved March 21, 1935, provides as follows:

For an additional amount for the Federal Trade Commission, including the same
objects specified under thiscaption intitle I, Independent Offices Appropriation Act,
1935, $110,000, to remain available until June 30, 1936.

The Second Deficiency Appropriation Act, fiscal year 1935 (Public, No.260, 74th
Cong.), approved August 12, 1935, provides as follows:

Salariesand expenses.--For an additional amount for the Federal Trade Commission,
including the same objects specified under this
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head in the Independent Offices Appropriation Act, 1936, including $4,000 for
printing and binding, $200,000, to remain available until December 31, 1936.

The Supplemental Appropriation Act, fiscal year 1936 (Public, No.440, 74th Cong.),
approved February 11, 1936, provides as follows:

Salaries and expenses.--For an additional amount for the Federal Trade
Commission, including the same objects specified under this head in the Independent
Offices Appropriation Act, 1936, fiscal year 1936, $150,000.

Printing and binding.--For the printing of 10,000 additional copies of no. 71-A of
Senate Document 92, Seventieth Congress, first session, $2,800.

ALLOTMENTSFROM OTHER APPROPRIATIONS

In addition to the foregoing direct appropriations, the Administrator of Public
Works, by letter of December 28, 1935, to the Secretary of the Treasury, allotted to the
Federal Trade Commission $150,000 out of the funds appropriated in the Fourth
Deficiency Act, fiscal year 1933 (Public, No.77, 73d Cong.), approved June 16, 1933,
to carry into effect the provisions of the National Industrial Recovery Act (Public,
No0.67, 73d Cong.), approved June 16, 1933.

At the beginning of the fiscal year there was available to the Federal Trade
Commission a balance of $18,091.08 from an alotment by the Administrator for
Industrial Recovery made by letter of January 26, 1934, to the chairman. The money
so allotted came out of funds appropriated in the Fourth Deficiency Act, fiscal year
1933, for the National Recovery Administration.

Balance of alotment in the sum of $1,265.50 made by the President, October 1,
1934, out of funds appropriated in the Emergency Appropriation Act, fiscal year 1935
(Public, No.412, 73d Cong.), approved June 19, 1934.

APPROPRIATIONS, ALLOTMENTS, AND EXPENDITURES

Appropriationsavailableto the Commission for thefiscal year ended June 30, 1936,
under the Independent Offices Act approved February 2, 1935, $1,403,309 ; under the
Deficiency Act approved March 21, 1935, $110,000; under the Second Deficiency Act
approved August 12, 1935, $200,000; under the Supplemental Appropriation Act
approved February 11, 1936, $152,800; in all, $1,866,109. This sum was made up of
three separate items: (1) $50,000 for sala-
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ries of the Commissioners, (2) $1,776,509 for the general work of the Commission,
and (3) $36,800 for printing and binding.

In addition there were allotted funds by the President from the National Industrial
Recovery Act, 193337, in the sum of $150,000; available allotment balance from the
National Recovery Administration, $18,091.08, and available balance of alotment by
the President from the Emergency Relief and Public Works Fund of $1,265.50 ; atotal
of $169,356.58 in allotted funds.

Appropriations, allotments, expenditures, liabilities, and balances

Expendi-
Amount Amount Liabilities  ture, and Balances
available expended liabilities
Federal Trade Commission,
1936, sdaries, Commis-
sioners, and all other author-
ized expenses $1,523,309.00 $1,508,045.72 $15,175.73 $1,523,221.45 $87.55
Printing and binding, Federal
Trade Commission, 1936 32,800.00 22,999.63  9,800.37 32,800.00
Federal Trade Commission,
1935-36 110,000.00 109,218.09 781.91 110,000.00
Federal Trade Commission
1936, Dec. 31,1936 196,000.00 97,428.06  1,800.00 99,228.06 196,771.91
Printing and binding, Federa
Trade Commission 1936,
Dec.31, 1936 4,000.00 146.05 50.00 196.05 1 3,803.95

National Industrial Recovery,

Federal Trade Commission,

1933-37 150,000.00 46,833.95 46,833.95 103,1611.05
Working fund, Federal Trade

Commission, National

Recovery Administration 18,091.08 8,180.80  8,180.80 9,910.28
Emergency relief and public

works, Federal Trade Com-

mission, investigation of

textile industry 1,265.50 1,265.50 1,265.50
Total fiscal year 1936 2,035,465.58 1,794,117.80 27,608.01 1,821,725.81 213,739.77

Unexpended balances:
Federal Trade Commission,

1935 60,901.73 58,566.02 345.22 58,911.24 1,995.49
Printing and binding, Federal

Trade Commission. 1935 11,777,80 11,777.80 11,777.80
Federal Trade Commission,

1914-35 6,541.25 6,270.80 6,270.80  270.45
Federal Trade Commission,

1934 472.19 103.90 103.90 368.29
Federal Trade Commission,

1933-34 259.31 1.85 185 257.46
Federal Trade Commission,

1933 997.29 5.25 525 992.04
Federal Trade Commission,

1932-33 158.25 158.25
Federal Trade Commission,

1931 25.00 250.00 250.00 75.00

Federal Trade Commission,
Certified Claims 159.87 159.87 159.87



Total 2,116,763.27 1,870,953.29 27,953,23 1,898,908.52 217,856.76

1 Available during the first half of the fiscal year 1937.
2 Credit.
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Detailed statement of costs for the fiscal year ending June 30, 1936

Commissioners

Clerks to Commissioners

Messengers to Commissioners
Tota

Administration:
Office of Secretary
Accounts and personnel section
Docket section
Hospital
Labor
Library section
Mall and file section
Messenger service
Public relations
Publications section
Purchases and supplies section
Stenographic section
Communications
Equipment
Miscellaneous
Rents
Repairs
Reporting service
Supplies
Transportation of things
Witness fees

Total

Legd:
Application for complaints
Complaints
Export trade
National Recovery Administration
Preliminary inquiries
Trade practice conferences
Total

General investigations:
Amended steel code
Cement Industry
Chain stores
Cottonseed
Farm products
Milk investigation
Petroleum decree, 1936
Power and gas
Price bases
Resale price maintenance
Rural Electrification Administration
Securities
Senate Munitions Committee
Steel industry codes
Steel bids (steel sheet piling)
Presidential request, Nov.11, 1935
Textile
Total

Printing and binding
Tota

Summary:

Saary

$48,443.67

14,637.61

6,233.88
69,315.16

25,867.59
25,770.95
35,963.85

1,798.15

2,533.18
13,320. 26
16,223.48
14,575.70
15,600.64
27,535.59
14,455.25
90,507.62

284,152.26

160,266.41
242,653.83
7,167.55

39.45
220,820.70
52,295.02
613,236.96

201.29

27.07

381.03

131,830.79
84,659.25
4,363.20
230,304.49
3,506.41
17.08
413.02

215.13
6,590.05

52,772.27
515,281.68

Travel
expense Other Tota
$94.38 $48,538.05
14,637.61
6,223.88
94.38 69,409.54
25,867.59
25,770.95
35,963.85
1,798.15
2,533.18
13,320.26
16,223.48
14,575.70
15,600.64
27,535.59
14,455.25
90,507.62
$11,413.61 11,413.61
55,894.10  55,894.10
223.55 223.55
1,891.69 1,891.69
6,632.34 6,632.34
327.34 327.34
27,376.01  27,376.01
2,266.54 2,266.54
3,028.50 3,028.50
109,053.68 393,205.91
19,444.73 818.42 180,523.56
49,028.71 237.52 291,920.06
10.80 7,178.35
1,250.98 1,296.43
20,279.59 47053 241,570.82
68.25 52,363.27
90,089.06  1,526.47 774,852.49
201.29
27.07
83.52 83.52
391.63
22,885.16 100.00 154,815.95
18,754.96 325.75 103,739.96
4,303.20
38,118.53 1,535.61 269,958.63
124.63 3,631.04
17.08
413.02
79.51 79.51
215.13
7.49 7.49
976.93 7,567.58
56.49 231.58 53,060.34
81,087.22 2,192.94 598,501.84

34,923.48 34,923.48
34,923.48 34,923.48



Commissioners

Administration

Lega

Generd investigation

Printing and binding
Total

69,315.16

284,152.26
683,216.96

515,281.68

1,551,986.66

94.38

90,089.06
81,087.22

171,270.66

69,409.54
109,053.68 393,205.94
1,526.47 774,852.49
2,192.94 598,561.84
34,923.48 34,923.48
147,696.57 1,870,953.29
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Detailed statement of costs for the fiscal year ending June 30, 1936--Continued

Recapitulation of costs by divisions

Saary Travel

expense Other Total
Administrative $359,638.75 $94.33 39,836.39  $499,569.52
Economic 423,136.92 59,770.49 1,867.19 484,774.60
Chief counsel 193,876.47 31,179.76 3,407.98 228,464.21
Chief examiner 412,043.68 66,521.53 2,543.75 481,108.96
Special board or Investigation 58,995.77 78.56 41.26 59,115.59
Trial examiner 70,740.72 13,478.18 84,218.90
Trade practice conferences 33,513.75 68.25 33,622.00
Securities 79.51 79.51

Tota 1,551,986.06 171,270.66 147,696.57 1,870,953.29

Appropriationsavailabl e to the Commission sinceits organization and expenditures
for the same period, together with the unexpended balances, are shown by the
following table:

Year Appropria=  Expendi Baance  Year Appropria=  Expendi- Balance
tions tures tions tures

1915  $184,016.23 $90,442.05 $93,574.18 1926 1,008,000.00 996,745.58 11,254.42
1916 430,964.08 379,927.41 51,036.67 1927 $997,000.00 $960,654.71 $36,345.29
1917 567,025.92 472,501.20 94,524.72 1928 984,350.00 972,966.64 11,383.96
1918 1,608,865.92 1,462,187.32 156,678.60 1929 1,163,192.62 1,169,459.76 3,732.77
1919 1,753,530.75 1,522,331.95 231,19850 1930 1,495,821.69 1,494,619.69 1,202.00
1920 1,305,708.82 1,120,301.32 186,407.80 1931 1,863,348.42 1,861,971.72 1,376.70
1921 1,032,005.67 938,659.69 93,345.98 1932 1,817.382.49 1,778,427.88  38,954.61
1922 1,026,150.54 956,116.50 70,034.04 1933 1,426,714.70 1,393,427.90 33,286.80
1923 974,480.32 970,119.66 4,360.66 1934 1,314,013.49 1,313,614.33 399.16
1924 1,010,000.00 977,018.28 32,981.72 1935 2,097,397.01 1,956,313.34 141,083.67
1925 1,010,000.00 1,008,998.80 1,001.20 1936 2,035,466.58 1,821, 725.81 213,739.77
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FEDERAL TRADE COMMISSION ACT
(15 U.S. C,, Secs. 41-58)

AN ACT To create aFederal Trade Commission, to defineits powersand duties, and
for other purposes

Be it enacted by the Senate and House of Representatives of the United States of
Americain Congressassembled, That acommissionishereby created and established,
to be known as the Federa Trade Commission (hereinafter referred to as the
Commission) , which shall be composed of five commissioners, who shall be
appointed by the President, by and with the advice and consent of the Senate. Not
more than three of the commissioners shall be members of the same political party.
The first commissioners appointed shall continue in office for terms of three, four,
five, six, and seven years, respectively, from the date of the taking effect of this Act,
the term of each to be designated by the President, but their successors shall be
appointed for terms of seven years, except that any person chosen to fill a vacancy
shall be appointed only for the unexpired term of the commissioner whom he shall
succeed : Provided, however, That upon the expiration of his term of office a
commissioner shall continueto serve until hissuccessor shall have been appointed and
shall have qualified. The Commission shall choose a chairman from its own
membership. No commissioner shall engage in any other business, vocation, or
employment. Any commissioner may be removed by the President for inefficiency,
neglect of duty, or malfeasance in office. A vacancy in the Commission shall not
impair the right of the remaining commissioners to exercise al the powers of the
Commission.

The Commission shall have an official seal, which shall be judicially noticed.

SEC. 2. That each commissioner shall receive asalary of $10,000 ayear, payablein
the same manner as the salaries of the judges of the courts of the United States. The
commission shall appoint secretary who shall receive a salary of $5,000 a year,
payableinlike manner, andit shall have authority to employ and fix the compensation
of such attorneys, specia experts, examiners, clerks, and other employees asit may
from time to time find necessary for the proper performance of its duties and as may
be from time to time appropriated for by Congress.

With the exception of the secretary, aclerk to each commissioner, the attorneys, and
such specia experts and examiners as the Commission may from time to time find
necessary for the conduct of itswork, all employees of the commission shall be apart
of the classified civil service, and shall enter the service under such rules and
regulations as may be prescribed by the Commission and by the Civil Service
Commission.

All of the expenses of the Commission, including all necessary expenses for
transportationincurred by the commissionersor by their employeesunder their orders,
in making any investigation, or upon official businessin any other placesthan in the
city of Washington, shall beallowed and paid on the presentation of itemized vouchers
therefor approved by the Commission.

Until otherwise provided by law, the commission may rent suitable offices for its



use.

The Auditor for the State and Other Departments shall receive and examine all
accounts of expenditures of the Commission.

SEC. 3. That upon the organization of the Commission and election of itschairman,
the Bureau of Corporations and the offices of Commissioner and Deputy
Commissioner of Corporationsshall ceaseto exist; and all pending investigationsand
proceedings of the Bureau of Corporations shall be continued by the Commission.

All clerks and employees of the said bureau shall be transferred to and become
clerks and employees of the Commission at their present grades and salaries. All
records, papers, and property of the said bureau shall become records, papers, and
property of the Commission, and all unexpended funds and appropriationsfor the use
and maintenance of the said bureau, including any allotment already madetoit by the
Secretary of Commerce from the contingent
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appropriation for the Department of Commerce for the fiscal year nineteen hundred
andfifteen, or fromthedepartmental printing fund for thefiscal year nineteen hundred
and fifteen, shall become funds and appropriations available to be expended by the
Commissioninthe exercise of the powers, authority, and duties conferred onit by this
Act.

The principal officeof the Commission shall beinthecity of Washington, but it may
meet and exercise al its powers at any other place. The Commission may, by one or
more of its members, or by such examinersasit may designate, prosecute any inquiry
necessary to its dutiesin any part of the United States.

SEC. 4. That the words defined in this section shall have the following meaning
when found in this Act, to wit :

“Commerce’ means commerce among the several States or with foreign nations, or
in any Territory of the United States or in the District of Columbia, or between any
such Territory and another, or between any such Territory and any State or foreign
nation, or between the District of Columbia and any State or Territory or foreign
nation.

“Corporation” shall be deemed to include any company, trust, so-called Massa-
chusetts trust, or association, incorporated or unincorporated, which is organized to
carry on businessfor itsown profit or that of its members, and has shares of capital or
capital stock or certificates of interest, and any company, trust, so-called
Massachusettstrust, or association, incorporated or unincorporated, without shares of
capital or capital stock or certificates of interest, except partnerships, which is
organized to carry on business for its own profit or that of its members.

“Documentary evidence” includesall documents, papers, correspondence, books of
account, and financial and corporate records.

“Actstoregulatecommerce” meansthe Act entitled “ An Act to regulate commerce,”
approved February 14, 1887, and al Acts amendatory thereof and supplementary
thereto and the Communications Act of 1934 and all Acts amendatory thereof and
supplementary thereto.

“Antitrust Acts’ means the Act entitled “An Act to protect trade and commerce
against unlawful restraints and monopolies,” approved July 2, 1890; also sections 73
to 77, inclusive, of an Act entitled “ An Act to reduce taxation, to provide revenue for
the Government, and for other purposes,” approved August 27, 1894; aso the Act
entitled “An Act to amend sections 73 and 76 of the Act of August 27, 1894, entitled
‘An Act to reduce taxation, to provide revenue for the Government, and for other
purposes,’” approved February 12, 1913; and aso the Act entitled “An Act to
supplement existing laws against unlawful restraints and monopolies, and for other
purposes,” approved October 15, 1914.

Sec. 5. That unfair methods of competition in commerce are hereby declared
unlawful.

TheCommissionishereby empowered and directed to prevent persons, partnerships,
or corporations, except banks, common carriers, subject to the acts to regulate
commerce, from using unfair methods of competition in commerce and unfair or
deceptive acts or practices in commerce.

Whenever the commission shall have reason to believe that any such person,
partnership, or corporation has been or is using any unfair method of competition in
commerce, and if it shall appear to the commission that a proceeding by it in respect
thereof would beto theinterest of the public, it shall issue and serve upon such person,



partnership, or corporation a complaint stating its charges in that respect, and
containing a notice of ahearing upon aday and at a place therein fixed at |east thirty
days after the service of said complaint. The person, partnership, or corporation so
complained of shall have the right to appear at the place and time so fixed and show
cause why an order should not be entered by the commission requiring such person,
partnership, or corporation to cease and desist fromtheviolation of thelaw so charged
in said complaint. Any person, partnership, or corporation may make application, and
upon good cause shown may be allowed by the commission to intervene and appear
insaid proceeding by counsel or in person. Thetestimony in any such proceeding shall
be reduced to writing and filed in the office of the commission. upon such hearing the
commission shall be of the opinion that the method of competition in question is
prohibited by this Act, it shall make a report in writing in which it shall state its
findings as to the facts, and shall issue and cause to be served on such person,
partnership, or corporation an order requiring such person, partnership, or corporation
to cease and desist from using such method of competition. Until atranscript of the
record in such hearing shall have beenfiled in acircuit court of appeals of the United
States, as
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hereinafter provided, the commission may at any time, upon such notice and in such
manner as it shall deem proper, modify or set aside, in whole or in part, any report or
any order made or issued by it under this section.

If such person, partnership, or corporation fails or neglectsto obey such order of the
commission while the sameisin effect, the commission may apply to the circuit court
of appealsof the United States, within any circuit where the method of competitionin
guestion was used or where such person, partnership, or corporation resides or carries
on business, for the enforcement of its order, and shall certify and file with its
application a transcript of the entire record in the proceeding, including all the
testimony taken and the report and order of the commission. Upon such filing of the
application and transcript the court shall cause notice thereof to be served upon such
person, partnership, or corporation and thereupon shall have jurisdiction of the
proceeding and of the question determined therein, and shall have power to make and
enter upon the pleadings, testimony, and proceedings set forth in such transcript a
decreeaffirming, modifying, or setting asidetheorder of thecommission. Thefindings
of the commission as to the facts, if supported by testimony, shall be conclusive. If
either party shall apply to the court for leave to adduce additional evidence, and shall
show to the satisfaction of the court that such additional evidenceis material and that
there were reasonable grounds for the failure to adduce such evidence in the
proceeding before the commission, the court may order such additional evidenceto be
taken before the commission and to be adduced upon the hearing in such manner and
upon such terms and conditionsasto the court may seem proper. The commission may
modify its findings as to the facts, or make new findings, by reason of the additional
evidence so taken, and it shall file such modified or new findings, which if supported
by testimony, shall be conclusive, and itsrecommendation, if any, for themodification
or setting aside of itsoriginal order, with the return of such additional evidence. The
judgment and decree of the court shall be final, except that the same shall be subject
to review by the Supreme Court upon certiorari, as provided in section two hundred
and forty of the Judicial Code.

Any party required by such order of the commission to cease and desist from using
such method of competition may obtain areview of such order in said circuit court of
appeals by filing in the court a written petition praying that the order of the
commission be set aside. A copy of such petition shall be forth-with served upon the
commission, and thereupon the commission forthwith shall certify and filein the court
atranscript of therecord ashereinbefore provided. Upon thefiling of thetranscript the
court shall have the same jurisdiction to affirm, set aside, or modify the order of the
commission asin the case of an application by the commission for the enforcement of
itsorder, and the findings of the commission asto thefacts, if supported by t